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WOI^D NEWS 

More claims made 
over Swiss conduct 
towards wartime 
Jewish immigrants 

The Simon Wiesenfhaf Centre eald 
Switzerland's wartime Justice min’ 
istor held meetings with pro-Nazi 
groups over restricting Jewish 
Immigration. The report came in 
the midcSe of nsgotiatione uWi the 
three big Swiss banks for a giobal 
settlement over the Issue of Holo- 
caust victims' dormant accounts 
and assets looted during the war. 
Page 4; Insiirers meet on Jewish 
cWms, Page 2 

Beef ban Bcely to go next mmtft 
Britain’s European pcvtners could 
back a lifting of the ban on UK 
beef sKports as soon as next 
month criter European commission' 
ws ail supported the move. Page 9 

j E* G7 supports Russian tefa rms 
R epr es entatives of the Group of 
Se^ leading Inckistrfat democrH- 
des reafftimed ttteir support for 
emergency measures to hdp Rus- 
sia through its economic crbls. 
Page 2 

Butler beads back to Baghdad 
UN weapons inspector Richard 
Butisr heads for Baghdad today for 
what are likely to be tough talks on 
how to scrap the remains of Iraq's 
prohibited weapons programmes. 

Britain laanches iBiptol braadcasts 
The BBC today inaugurates the 
world's first terrestrial cUgital 
broadcasting service with a pilot 
chamd showing World Cup soccer 
matches. Page 9; Japan tries to 
cat^ up. Page 4 

. ^ VMala htfd over cMd Hdmpping 

- y. The head of the ruTing Argentine 
' Vr Junta In the late 1970s, Jorge 

VIdela, was arrested for question- 
ing about kidnapping of chDcfren 
: ! UTKler the dictatorship. Page 4 

Cypres nds^ cilsb escalatas 

As Russia announced Cyprus was 
preparing this month to test fire 
' I RiBslan-made missfles, Turkish 

t Cypriot leader Rauf Denktash . 

threatened to open the north dftoe 
‘ L-— island to settlement by mainiBnd 
. I Turks if the wet^uns were 

?j deployed, 

KtosMi capital toaugwatod 
*; > President Nursultan Nazarbayev 

/ 1, . formaRy operiecf Kazakhstan's 

new capital dty of Astana. 

Page? 

■i Russia to sen nilRary afircrafi 

:.^iV The head of the Rus^ airforce 
said the country planned to sail 
around 600 old mWtary aircraft. 

HaUbfe ftees East TTmorese 
President BJ Habibie freed 15 
East Timorese political prisoners, 
Bftar suggesting their territory be 
given special status whhln indon- 
esiSL EdloriBl Comment, Page 13 

Kneitok poBficto tomsB grawa 
Kuwait's government boycotted 
perflement in the latest episode of 
a crisis linked to an top's attempts 
to question the interior rrtfnlster, a 
member of the ruing famSy, on the 
drug trade and human rigl^ 

TnUsb boycott over gerndde veto 
Turkey suspended the signing of a 
$145m agreement to buy missites 
from France in an attempt to pres- 
sure its Smate not to recognise 
the 1915 deaths of Armenians as 
genodde. 

Aadf take fbst WnM cop benoofs 
Scotland defender Tommy Boyd 
knodced a rebound past his own 
QoaBcoopor in the 73rd miiwte to 
give defending champions Brazil a 
2-1 vfBtny in the opening match of 
the tt« 1998 soccer Worfd Cup in 
France, WorW Cup coverage^ 

PageiO 
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Asian markets in 
steep drop after 
Japan unveils poor 
industry figures 

Asian financial ma rkets dived 
yesterday after poor Japanese 
economic figuree further under- 
mined the weak yen. A government 
survey showed companies h the 
first quarter st/ffered thetr se varaet 
year^on-yeer (top In revenues 
since the ISSOa. Hong Kong's 
Hang Seng index fell almost 5 pw 
cent on fears about pressure on 
the territory's currency peg to the 
US dollar and the Taiwan^ ddar 
hit an 11-yeer low. Page 14 and 
Lex; Aaia takes the pain, Page ^ 
Can J^>an raflata? Page 13; 
World stocks, Page 36 

Alan fteenapao, US Federal 
Reserve chdrman, said the acoit- 
omy was continuing its rmst 
impresave expansion in half a cen- 
tury. But he warned rates might 
have to rise if Uiour ooets kept 
accelerating. Page 14; fifirtuoua' 
growth cycle, Page M Edrtorfal 
Comment, Page 13; Currenelae, 
Page 2% stocks, P^ 36 

Sufflltom Ufa plarw to establish 
Japan's biggest Investment advi- 
sory grtxip with assets of 
Y10,Q00bn (STObn). The new group 
will dwarf leadirtg investment 
adviser Nomura Asset Manage- 
mertL Page 15 

taktoiri, CaWbmian internet 
software developer, made a spec- 
tacular debut on Naadaq yesterday 
with an eagerly awaited Initial pub- 
lic offering. Its shares, offered at 
$18, opened at $30^ and had 
surged by mid-session. Page 19 

Bodng wlB reduce monthly outout 
of Its 747 Jumbo abfner series by 
30 per cent neDd year because of 
slow traffic (Fowth in Asia. 

Page 19 

Per^rine Darivathiai creditors are 
expected to recoup up to 40 per 
cent of their HK$2,Sbn (US$323m) 
eocpoisurB to the offshoot of the 
ooBapsocU^slan haik. Parerztconv- 
peny Pereg rin e Investment is owed 
36 per cerrt of the totaL Page 13 

fimdia .Indonesia's state-owned 
aHkie, may return half Its fleet to 
leasing companies, sen assets and 
end contracts with Suharto family 
businesses to avoid haolvency. 
Page 18; Carmaker halto produo- 
301% Pa^ 15 

Andataan CoimulUuy, which is 
splitting acrimonlou^ from sister 
firm Arthur Andeteen, Is set to 
bunch a d b ttnctive tfobd brand 
Ima^ Page 16 

Standard Ghartond, London-based 
International berdeng group, named 
Rana Talwar to succeed Malcolm 
wnflamaon as chief executiva 
Page 15; Obee rv e r , P^ IS 

Asm of Sweden could have to psy 
leHow drugs oompeny Merck up to 
SlObn If Aetra meigss with another 
company In the next 10 years. The 
proviston Is Srafy to be part of a 
deal under wNch Astra will gain 
mara^ement control of Rs US joint 
veriture with Merck. Page 15 

Haba, the demerging Finnish 
engineering, ceramics and steel 
group, reported a deficit In the first 
fqir months as en^ne sabs to 
Indoneeb dived. Pre-tax profits of 
FM48m last year turned into a 
FMSBm ($1^ toss. Page 16 
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Russia ‘borrows $200m in secret’ 


By Jote nonMI aad 
Chrystfa rmrliairt to Mnfrmi 


The Rosslan governmeat has 
sinTeptitioiialy borrowed at least 
S20(ha from west e rn cazmoereial 
banks orver the past week to sup- 
port its flnanda] stabUisatios 
programme, aixording to bank- 
ms, 

Hie ahort-tenn bank borrowing 
appears designed to ease the 
pressure on the government to 
borrow through the domestic 
debt maitot as it tiles to restore 
eonfidmiee in the counts bat- 
tered flrmwffijii eystem. 

The Russian flnanafl ministry 
said yesterday It could not con- 
firm the loans, addeh follow a 
$L2SbD soveretaQ etlrobond issue 
on June 3. 

There was particularly low 


Short-term loans from western banks seek to ease pressure 
on Kremlin to borrow through the domestic debt market 


demand for Russian treasury 
bme at yesterday's tegular debt 
auction, with the average annual- 
ised yield climbing to 53 per cenL 
Yields on Russian domestic debt 
are among the highest in the 
world. 

Last Thursday, the Russian 
government received a one-year 
$200m rouble-denominated loan 
from Chase Uanhattan, the US 
bank, at a rate below prevailing 
Russian Treasuiy-bU) yields. It 
raised a gjmiiar loan from Leh- 
man Brothers, the US Investment 
bank, earlier this spring. Both 
companies declined to comment 
on their programmes. 

Bankers said the 


Monetaxy Fund was aware of the 
latest loans. But the IMF has 
been pubU^ warning the gov- 
ernment against excessive for- 
eign boTTOwings at a time of 
finaneiai turbulence. 

The precise tenns of the latest 
borrowinga have not been dis- 
closed but they are undeirstood to 
include provitoons to protect the 
lenders from currency risk by 
HwMng the coupon to the rouble 
exdmnge rate. 

Several western banirg have 
submitted plans to the Russian 
goveniment to help it raise addi- 
tioDBl private capital. But gov- 
ernment ministers have previ- 
ously refused to contemplate 


hedging any such loans to pro- 
tect lenders from the risk oi a 
rouble devaluation. 

Philip Poole, east European 
economist at ING Barings, the 
international bank, said; “The 
Russian government perceives 
their problem to be a short term 
issue linked to their bi^ refinan- 
cing r^uirements (in the lYea- 
sury-bUI market]. 

“You can safel>' assume that 
any iceelgn bank linked to Russia 
has prtgnsala to help sohn this 
problem by raising cheaper exter 
nal ]oans.“ 

In the past, the Russian gov- 
enunent has successfully raised 
emergency loans from foreign 


lenders to cover critical occds. 
Last summer, the government 
borrowed several hundred mil- 
lion dollars from George Soros, 
the US nnoDcicr. to pay back 
wages to federal employees. But 
this six-day loan was repaid 
before the end of the finance min- 
istry’s monthly reporting period 
and was. therefore, not publicly 
disclosed at the time. 

Russian markets were Jittery 
yesterday following a further 
bout of financial uncertainty in 
Asia. The RTS index of leading 
Russian sbaios closed down 6.2 
per cent. Investors uvre further 
unnerved by the lack of concrete 
fliumcial support for Russia at 
yesterday's meeting of G7 deputy 
finance ministers in Paris. 

HMsttrs suniort Rniiia, Z 


Air France pilots call 
off their 10-day strike 


By Robert Grabam ta Parts 

Air France pilots yesterday called 
off 8 cripplizig lOday strike just 
hours before the start of the 
World Cup soccer tounament in 
France. 

The pilots' decision to back 
down represents an important 
breakt^ugh in France's trou- 
bled industrial relations and 
vindicates the Socialist-led 
govenimenfs dedsion to refuse 
major ooDcessiaDs, in spite of the 
threat of disrupti<m to the show- 
piece tournamant. 

The SNPL, the main pilots' 
union, accepted a compromise 
fonanla that would enable the 
afrifno (o achieve ttnnnai savings 
of FFiSOOm ($86m]. The union 
had iqjected the outline deal last 
Thursday. 

The pUots misjudged the posi- 
tloa of 4lbe govenunent. which 
last weekend swung behind the 
Air France management Store- 
over, the action by the 
pilots, vdxleh grounded two-thirds 
of Air France'e fleet, lacked 
public siqipoit and was inoeas- 
Ingly unpopular among the 
majority of the airline's 45,000 
staff. 

The deaL signed arly yester- 
day nwming aftST 8X1 all-lli^t 
negotiating session, win lay the 
base fbr a broader agreement on 
the state-controlled airline's 
ftiture 

*Air France is taking off 
again.” said Jean-Cyril Spizmtta, 



Jean-Cyrt SptnettK iBlcfefig off ■goto' 

the airline's >^Hairm«n The omn- 
pany said it would take iq> to 48 
homs to resume JhU operatians. 
especially for long-haul flights. 

The financial damage for Air 
France could be well over 
FFrlbn, or more than half last 
year's -net attributable pro fi t of 
FPrLSTba. 

Airport semces have also 
suffered serious losses, espedally 
at the smalle: provincial airports 
heavily dependent on Air Ranee 
traffic. 

bfr Spinetta bad proposed a 15 
per cent cut in pQots' salaries In 
retuin for shares in Air Ftance. 
But he said last week be would 
consider any formula that 
achieved his target of FFlrtiOOm 
■nnuai savings on the aiiline’B 
excessively large salaries bilL 

The deal should underpin the 
once shaky positioD of tbe Air 
Prance gbatriMn, brou^it in last 


September when the new coali- 
tion government rejected the pre- 
vious government's strategy of 
fun privatisation. 

Under the agreement, the pilots 
win no longer be farced to take 
shares in the rnmpany but 
opt for a pay cut of up to 15 per 
cent in return far sh^ options 
which can be exercised after 
seven yeaia. Those refiisiiig the 
options wflQ have gafertpv 
f mffipni during 7hiQ pprii>^ fri real 
terms, and wHl lose certain auto- 
matic seniinty payments. 

On the other "Min bone of con- 
tmtlcoQ, new pflots will no longer 
be subject to a separate pay 
scale, introduced in 1997. but 
they will have the oast of thdr 
Air France training docked from 
their salaries over five years. 
This effectively ensures their 
annual pay will be about 
FE7903,()00, as sought by the znan- 
Bgemoit, but meets the unions' 
demand that pay scales should be 
integrated. 

Transport ministry officials 
said yesterday tbe govenusent's 
plans to saD off 20 per cent of Air 
Prance in September had not 
been altered by tbe strike. How- 
ever. they pointed out that befbre 
September Air France manage-- 
ment and pilots would have to 
resolve tbe precise nature of tbe 
share lotion scheme and bow 
many pilots will adopt tL 

wirfd Cigi^ Page 10 
lax, Page 14 
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E*Trade agrees 
deal to launch 
UK online broker 


By James MaeidntDsti 

E*Trade. the US online 
stockbroker, will today speed up 
the race towards electronic retail 
broking in Europe wben it 
announces a UK joint venture 
with Hermann Hauser, the 
Cambridge-based venture capital- 
IsL 

The new broking operatian win 
pit E*Trade, with a market value 
of 191dm after fisting on tbe Nas- 
daq exdiaDge in 1996, against US 
rival Charles Schwab and Bar- 
clays Stoekbrokexa, wbieb are 
racing to build fully-autoiziated 
internet share services. 

However, E^Trade intends to 
become the first pure online bro- 
ker In tbe UK market, rather 
than offering onfine dealing as an 
addition to traditional services. 

Althou^ internet-based share 
dealing is being developed by 
banks in Germany ""d Sweden, 
US online brokers have chosen 
tbe UK as an entry-point in 
Europe. Tbe UK is the 
developed European equities 
market 

The venture, called E*Trade 
UK, wifi subsume Mr H&ua^s 
Electronic Share Information 
(BSD, an online eqnitiss data ser- 
vice. 

B*Trade will hold 27.7 per ent 
and Mr Hauser’s bolding wilf iail 
below SO per cent after taking 


into account staff* sbara optioas. 

E;*Tnule is believed to be cqd- 
trfbutlng S6>4m to E*Trade UK, 
around a third of it in cash and 
the rest In technology, and tbe 
cempany wifi be chaired by Mr 
Haussr. 

B*Trade, founded in 1992, has 
Vwtm instrumental In increBsang 
the popularity of cut-price online 
share dealing in the US, both 
through the internet and other 
electronic channels such as tele- 
phone rolce recognition. 

No British broker is yet fuHy 
electnmic, with human interven- 
tion stil] required even cm mders 
received via the totemel 

Julian Costley, chief exeentive 
of ESI and the new company, 
said 5*Trade UK wOl make no 
gesture towards tbe lees devel- 
oped oature of the British mar- 
ket, where most private inveetors 
still OHU paper share certificates. 
It will offer internet and auto- 
mated telefdione bnirfdng only for 
shares held in a nominee account 
- where the shareholder receives 
DO share certificate. 

“We ore consdous of tbe tact 
that we are cutting off quite a bit 
of the zoarket right now by say- 
ing Dominee-only but In the 
future we will carve out a tog 
market share, ” he said. 


CtoRbrtdge 'shMM gri wkefT, Page 9 
Edftortsl Commeot, Page 13 
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EU COMPETITION BRITISH PROTESTS DEFIED 


Brussels approves German coal subsidies 


By Amfrew Tajdar to London 
and Samer bkaiHla' bi Braoseis 


The European Commission 
said yesterday it had 
approved the payment of 
DMl0.4bn (S5.8bn} Of State 
subsidies to the German coal 
industry. 

The ' announcement 
seemed certain to infuriate 
another lai^e European 
Union coal producer, Britain, 
which says its own industry 
cannot eouyiete with subsi- 
dised German coal. 

The UK energy minister. 
John Battle, last month 
backed a complamt to the 


Insurers 
face more 


Holocaust 


quenes 


By Chrisloplwr Adans bi 
London and Avi MadiRs 
in Jenisalem 


US insurance regulators 
urged their European coun- 
terparts yesterday to help 
investigate allegations that 
European insurance compa- 
nies reused to pay out on 
policies sold before the sec- 
ond world war to Jews perse- 
cuted by the Nazis. 

An unprecedented meeting 
in London between the 
National Association of 
Insurance Commissioners 
(NAIC) and regulators from 
France, Switzerland and 
Austria could result in pres- 
sure on insurance companies 
to disclose more inftnmatuKi 
about these policies. 

Glen Pomeroy, the NAlCs 
president and state insur- 
ance conurussioiier fin: North 
Dakota, said that US regula- 
tors were seeking a ^bol 
agreement on disputed life 
insurance policies of Holo- 
caust vlctii^ 

The NAIC met Italy’s 
insurance regulator on 
Thtursday and wHl meet the 
Gennan regulator today. 
“Everybody is co-operative 
in spirit.’' said Nrtl Levto. 
New York's superindent of 
insurance. 

Assicurazioni Generali, 
the Italian insurer, last week 
gave Yad Vasbem. the 
Israeli Holocaust institute, a 
CD-Rom containing more 
than 300,000 names of pre- 
war policy-holders from east- 
ern Europe. 11118 was seen as 
an attempt by Generali to 
clear its name after Israeli 
MI^ threatened to block its 
acquisitiem of a contrail^ 
stake in Migdal, a leading 
Israeli insurance groim- 

Last June, Generali agreed 
to establish a $12m fund for 
families of policyholders 
who died in the Holocaust. 
But the company continues 
to insist it is not l^ally lia- 
ble since its assets in East- 
ern Europe were national- 
ised by Communist govern- 
ments after the second world 
war. 

Michael Kleiner, chairman 
of the Israeli pcwliament’s 
sub-committee on insurance, 
accused Generali of deceiv- 
ing it “Wc assumed there 
were hundreds of claimants 
at the time. We never 
dreamed there were more 
than 300,000 Dames." 

But Amibud Ben-Porat, 
Generali’s representative in 
Israel, said the database con- 
tained names of every east- 
ern European policyholder 
between 1920 and 1945. It 
included those who submit- 
ted claims, be said. The com- 
pany had "no idea" how 
many were Jews or Holci- 
caust victims. 


Swiss acc os ed, Page 4 
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Commission by RJB Mining, 
Britain's biggest coal pro- 
ducer, over the scale of Ger- 
man subsidies. 

It wants the Commission 
to halt German merger plans 

to create a powerful coal 
group and to investigate 
state subsidies to the Ger- 
man coal industry, espeeted 
to total DM9.25bn this year. 

The proposed merger, 
between Ruhikoble Bergbau, 
Saarbmgwm'ke and Preussag 
Anthrazit, would create a 
gin gifl Geman coal 
company, Deutsche Stein- 
kcdile. 

The Commission said it 


bad ^iproved the state aid 
fiir 1997 ‘liecause it hdps to 
solve the social and regicaial 
problems affecting the 
future of the German coal 
industry". It said the aid was 
‘restricted to p^uction for 
power generation and the 
Eun^iean Union steel indus- 
try". 

Germany had undertaken 
to ensmie that coal sold to 
other industries and the 
domestic market was sold at 
prices covering production 
costs, said the Commissiim. 

Helmut Kohl, the Gennan 
chancellor, is seeking to 
phase out German coal sub- 


sidies by 2005, but was 
forced a year ago to slow 
down the cuts in aid when 
miners laid siege to Bonn's 
government quarter. Subsi- 
dies are set to remain as 
high as DM8.5bn by the tom 
of the century. 

The German economics 
ministry said yesterday that 
coal subsidies were being 
reduced as reepdred by the 
EU. The aid approved for 
1997 was in relation to 
money which had already 
been paid ouL 

RJB is concerned that 
RAG. the German mining 
and energy group which 


owns Ruhrkoble, is paying 
just DM1 far Saa r bergwerke, 
which is owned jointly by 
the CCTian federal go v gn- 
ment and the regkm Saa^ 
land. Ihe British conqiany ' 
says that the nominal price 
should not reflect hidden 
subsidies to the merged busi- 
ness. 

Ihe UK government has 
been cooducting a review of 
its domestic power station 
fuel policies after warnings 
of pcwsible finrther Job losses 
and closures in the mining 
industry. 

British oSIdals have also 
lodged a formal coniplaint. to 


Europe’s high-speed trains: safe at any speed? 


The new express 
trains need their 
own dedicated 
tracks, writes 

Charies Batchelor 
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T he 98 people killed in a 
train crash in Germany 
last week are the first to 
die anyvmm in the world in 
34 years of hi^-sp^ trains 
running on dedicated 
higb-qieed track. 

Snee Japan began operat- 
ing its Shinkansen bullet 
tr ains in 1964, high-speed, 
trains have Ingiroved on the 
already Impressive safety 
record of the railways, says 
Patrick Jeanne of the Com- 
munity of European Rail- 
ways. Siz^ passengers died 
on Europe’s rafi netwoik in 
1996 compared with 45,000 
deaths tm the roads. 

It is only when . the 
h^-speed trains mii^le 
with older technology and 
! slower trains on existing 
I track that problons occur. It 
may be si gnificant that the 
Munich to Hamburg Inter- 
City Express came off the 
rails on a section of 
upgraded old line. 

Control and signalling 
systons are designed to take 
account of the high speed 
travelled by these trains. 

I Coloured light at the 

side of the track could not be 
seen at surti high speeds, so 
in-cab displays tell drivers 
their rtxtiiiium speed. If sig- 
nals or speed limits are 
ignored, the train’s com- 
. puter t^ses over and brings 
the tcahf to a stop. 

Safety investi^tors are 
stfll unravelling the causes 
-of the German crash the but 
several fectors appear to 
have played a role: 

• A hrokoi wheel and the 
lack of a means of warning 
the driver when this occurs. 
Improvements in steel-mak- 
u% tedinology and the more 
rigorous regular overhauls 
to which t rains are now sob- 
jected have made the wheel- 
tapper with his long-handled 
hsuxuner a thing of the past 
But installing devices to 
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monitor a wheel or other 
under-wagon frdlure is com- 
plex. says Richard Hope, 
consultant editor of Railway 
Gazette IntersatiouaL 

Ironically, greater prt^ress 
has been made on detection 
devices on freight trains, 
where there are few pecqile 
to spot a potential problem. 

The very diversity of prob- 
lems wfaidi can occur makes 
It difficult to devise a warn- 
ing device. It is not 
unknown for fuel tanks, 
traction motors and other 
bits of equhnurtit to'faU oB! 
*The more detectors you put 
on a train, the more false 
alarms and the more delays 
you will get," says Mr Hope. 
• The German crash may 
have also been influenced by 
the type of bogey or wheel 
set used on the ICE t rains 
These are more advanced 
versions of tiiose imed on 
conventional trains, with 
one wheel set near each end 
of the carriage. 

Ihe French tram a grande 
Vitesse and the similar Euro- 
star cross-Channel t rains by 


contrast, use an articulated 
bogey which sits under two 
carriages, straddling the gap 
between them and providing 
a more rigid connection. 
This prevents jackknifing 

anri mpanft that If the filSt 
carriage strikes an obstacle 
It is more likely to be held 
upr^t by the weight of the 
remaining coaches. 

• But the crucial factor in 
the scale of the German 
crash may have been the 
fact that it occurred on a 
section of track not dedi- 
cated to highispeed trains. 

Ihe cost of huUding dedi- 
cated hi^-speed lines and 
lack of space mean that 
high-speed services fre- 
quently run their core routes 
on dedicated track but use 
conventional track fw scene 
sections. 

The advantage of dedi- 
cated tines is that they are 
built with few cross-over 
points, no level crossings or 
other more slowly moving 
trains. "High-speed train 
routes have a good safety 
record for the same reasons 


that motorways are safer 
thaw othm’ roads," says Mr 
Hope "They don’t have the 
clutter and the conflicting 
traffic movCTients." 

H. as eariy r^Kirts sotsest, 
the damaged whert on the 
G«inan train struck a cross- 
over point, this may have 
made the disaster much 
worse, with the carriages 
slewing off the .track, stri- 
king the pfllais of a tai^ 
and brii^li^ the roadway 
down cm to the train. 

A TGV which was derailed 
in nortbem France recently 
after a section of tra(& sub- 
sided came off the rails but 
remained upr^t. Unless 
there is an obstacle to push 
the train off course it win 
plough forward but be 
slowed by the sleq;iets and 
the ballast - the stones 
which form file trac^ bed. 

Despite the clainffi made 
for the safety of rail and 
other transport systems, it 
frequently requires a disas- 
ter to prompt radical 
improvements. It may be 
that operating on these 


nuzed-use linies needs to be 
subject to.t^hter controls. 

The Tntp matio nal Uxdon of 
Railways says it is willing to 
review any of its 500 ndH 
industry quality standards if 
they are Ibund to be want- 
ing. 

The bi^-^)^ train, offer- 
ing the convEoience of jour- { 
neys friun efry centre to cibT 
centre, has become an indts - 
pensable part of modern 
travel. Lines are ' being 
extended throu^iout Europe 
and South Korea and 
Taiwan are also developlDg 
highspeed netwmks. 

Disasters usually deter 
travellm in their inunediate 
aftermath. But as recent 
ferry sinkings, airline 
craste and the fire in tiie 
Channel tunnel have shown, 
fiiey regain their coofidenoe 
relatively qniddy. 

The worst outcome would 
be for expensive new r^ola- 
tioos which pushed up the 
price of train travel, fitrdng 
travellera back cm to the, rel- 
atively speaking, modi more 
dangomis roads. 


Kohl’s reforms on Cardiff agenda 


By Peter Nonnia ta Boon 


Germany’s chancellor. 
Helmut Kohl, will attend 
next week’s summit of EU 
leaders In Cardiff as a critic 
as well as a crusader for the 
European Union. 

As he made clear in a Joint 
letter this week with Presi- 
dent Jacques Chirac of 
France. Mr Kohl wants "an 
open and sober discussion 
on the present state and 
future prospects of the Euro- 
pean integration process”. 

With the Gennan govnn- 
ment struggling to win 
support of a reluctant popu- 
lation for the European sin- 
gle currency, the euro, he is 
concerned that EU institu- 
turns are becoming increas- 
ingly ranote from the cootl- 
Dent's dtizens. 

The chancellor has been 
tffiked by Tony Blair, the UK 
prime minister who will 
chair the summit, to open a 


discussion at Cardiff on sub- 
sidiarity, the principle of 
having political decisions 
taken as cloeely as passible 
to the citizen, whether at 
local, regional or national 
level Ifis goal is a clearer 
demarcation of authority 
between the EU and its 
member-states, and a reform 
of EU institutions and 
finances so that it can face 
the challenges of enlaige- 
ment to the east 
This agenda, which is 
geared towards reaching 
decisions in the first half of 
1999 when Germany holds 
the EU presidency, may 
sound altruistic. It is noL 
United Germany has 
inqxirtant national interests 
to pursue. Its undisputed sta- 
tus Since 1990 as the HU'S 
biggest member, the continu- 
ing need to transfer 
DMlSMm <S84.Tbnl each y^ 
from western Germany to 
the former communist east. 


and the growing influenee in 
Bum and Brussels of its 16 
state governments will make 
it a much tou^ier negotia- 
ting paitn^ than befbre. 

Spurred on by Theo Wai- 
geL his finnnno minister, Mr 
Kohl win stress Germany's 
determioatioD to cut its net 
contributions to the EU bud- 
get bom more than 60 per 
cent at present. 

Fired by the Influential 
farming lobby and assertive 
state prime ministers such 
as Bavaria’s Edmund 
Stoiber, Bonn has rejected 
the European finmmiegiftn 'a 
"Agenda 2000" proposals fer 
agricultural reform. It wants 
substantia] revisions to 
plans to reform EU regional 
and structural fan^ 

The German position 
partly reflects widespread 
discontent with reoait Com- 
mission dedrioDS. notably in 
competition policy. Ger- 
many, havii^ bant a pros- 


perous society in its we s ter n 
half in Qie ISSOs and 1960s 
through free market eco- 
ncKDic poUoes, has become 
hodted on the drug of state 
subsidies and is indined to 
seek i»oq)eri^ in cartels. 

'there were serious ten- 
sions in 1996 and last year 
over a Commission nfllng 
that the eastern German 
state of Saxony had granted 
iDegal subsidies to Volkswa- 
gen, tZie carmaker, to buOt a 
plant in tiie state. 

This year, tempers flared 
when Ur Kohl intervened 
penooaSy in an ultimately 
futile bid to persuade the 
Commission to allow a joint 
digital TV venture b e tw e en 
the Bertelsmann and Eircb 
media groups. 

Mr K(d]l will dtfoe areas 
fbr finthm* integration and 
increased EU competence. 
Satua's crackdown in Eoa- 
ovo will underpin German 
calls fiir a fbrdgn 


and security policy and an 
infiHgratPd approach to immi- 
gration and a^lum-seduss. 

The gpydy and damagirtg 
exploitation of the single 
market by organised crime 
reinforces demands for 
improved co-ordination on 
law and order policies. 

But the chanctdlor, hark- 
ing baric to his past as a 
former prime minister of 
Rhineland-Palatinate, will 
insist the EU cannot become 
a centralised superstate, fiis 
model is the German Federal 
Rqmblic. where murii power 
is devolved to states and 
local authorities. . 

The goal is a Europe based 
on the principle (ff "unity in 
diversity", in which the Brit- 
ish, Italians, French and 
other naHnwaiiHoc retain 
their cultural and natinnai 
identities and In which he 
and hSs fe31im-c&tizens can ' 
be •’German Europeans and 
European Gennans”. 
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the Conunissioii against 
j gtatB enheiitiaa paid to the 
coal tndusby. 

Iteports tbst U^ authon* 
jiea were consideting a com* 
plaint to Bruss^ over Go^ 
inart coal subsidies prompted 
an aoEiy re^xmse from Gun- 
ter Rezrodt the German eco* 
rtnmiffg minister, earlier this 
year. 

Mr Rexrodt said: "The 
British govrnnmoit is sjfgBr- 
entiy reluctant to award new 
subsidies [to help its own 
industry]. Bat it eazmot 
eqiect German taxpayers to 
save British jobs at the 
expense of German ones.” 


Ministers confirm supp^ 
for moves to help Russia 


for 


biickin 




through ils =cor«»nto ensB. A mert- 

irKfieated support for extra measures thro^^ Irterttari^ 

oraanisetievB as “neesseary arri 

Tha QRxm also reached agreement that Horst KOW, the 

finance SSSa 

man savinos bark assocraBon, should be the 
of ttJ&TOpBflfi Bank for R«onstrurt^^^«topi^ 
As Mr Kflhler already has European Union bacldiig, his 

apprintrrwrrt as head of tt» bani^ a^Wsthaf^^ 

countries of central and egem ° ^ 

mality. Andrew Jack, Paris and Peter Merman, Bonn 


START-2 RATinCATION 


Duma postpones hearings 


The Russian parliament's lower house yesterday prt o W hew - 
ings on the US-Russian Start-2 nuclear arms reduction 
from next week until the autumn, further delaying hopes of 

ratification. _ 

Acting on a proposal from the ritra-nahonalist pounciBn 
Vladim'r Zhirinovsky, the Duma voted 235-39 to posfoone the 
hearings, reversing a decision last week to hold hearings on 
June 16. Start-2 was signed In 1993 and ratified by the US 
Senate in 1906. The treaty worid halve Russian and US 
nuclear arsenals to 3,500 warheads each. 

Communists and nationalists, who dorrrirate the Puna , 
have resisted ratHying Start-2, claiming that cutting strategic 
weapons would harni Russia's security and be too expensive 
for the cash-strapped nation. 

' A foreign minis^ spokesman, Vladimir Rridvnanin, sad 
yesterday that tiie govemmerTt would continue pushing for the 
treaty's ratificaBon. AP, Moscow 
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FRBICH FARMERS 


Cabinet approves aid change 


France's Sociafist-led cabinet yesterday approved a fanning 
law designed to Hnk future agricultural aid more ‘^htty to 
social ai^ environmental as well as economic objectives. 

Lxxiis Le Pmsec, agricutture minister, said the legisiation 
would reduce the volume of aid efistributed in relation to the 
size of each farm. He said this had in the piast led to a con- 
oentration in ownership and regional disparities. 

PresiderTt Jacques CNrac, who has cKcasionriiy crossed 
swords with the teftwfng government over domestic policy, 
expressed concerns over the law. arguing that It risked 
demandkig too much administrative control. 

The president, who draws much of his eiectoral support 
from rural constituencies, had originally called for a new agri- 
cultural law. Buta previous draft was abandcxied after the 
fxevious centre-right government lost power last year. 
Andrew Jaric, Paris 


Lukashenko 


JJiploiiiats’ ei 




DANISH TAXATION 


Reforms may win support 


Denmark's mfoority government has improved its chances of 
wkinlng a parfiatnatiary maje^ for tax reform proposaie 
aimed at tightening fiscal pdicy and reforming the tax regime. 
In negotiations late on Tuesday, the government secured the 
sigiport of one of the tvro members elected for the Faroe 
Islands > with the second expecied to abstain - when it 
promised to reduce the Faroe Island government debt to Derv 
mark by about DKr1.5bn ($222m). 

This means that the government of the Social Democratic 
party and the Radical Liberal party can expect to win 
approval for its proposals by a majority of two votes. If the 
government had failed to seciae the extra support, it might 
have had to make concessions to rightwing parties ai the per- 
llamenL 

The fiscal package announced last week included subslan- 
tiaJ changes to the tax regime, such as a reduction in mort- 
gage relief and a cut in the oorporate income tax rale from 34 
P®’’ to 26 per cenL But companies extracting hydrocar^ 
bons onshore are ecempted from the corporate irKxxne tax 
reduction. 

The government also plans to raise taxes on petroleum 
products, coal and etectricity. HBary Barnes. Copenhagen 
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HUNGARIAN ECONOMY 


Bid to reassure investors 


^Inc oming Hungarian goveinment hopee to maartaln. if nrt 
foCTM^ tire fkw of foreign investment into the country. Vik- 
tor Orban, the prime rrdnister-designate, said yesterd a y, 
^tewas^^ to Jack Wektii. the presklerrt ^ 
cteobx,-, one of the largest forrign uwestois in Himgary. The 

mertt since 1990, the most successful on a per caoHa basis of 

the former communist cowitries. 

MrOrban.led Ms centre-right Fidesz party to victory in last 

whichSSuded ertt- 

•e^<Jti» prwaBsaaon sales to for^n Investora. 

11 per cent after the 
result and Mr Orban, 35, has since been at pains to 
Hungary m rem^ an investor-fHenefly countw^ 
Pi^^rt^onomic poTicies that maintain competitiveness. The 

week to rrwre than recover 
post-election losses. Kester Eddy, Buirtop^ 
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EU AGRICULTURE 




Unions urge unemployment strategy 

A 


By Robert Tbylor, 
E^loyneot EiBtar 


European trade union 
leaders plan to lobby TOny 
Blair, the UK prime minis- 
ter. to back their call for a 
co-ordinated economic 
growth strata to cut Euro- 
pean-wide unemployment. 
The UK currently holds the 
prsidency of the European 
Union. 

The unio ns are to meet Mr 
Blair on Sunday on the eve 
of the EU summit in Cardiff, 
"There is still a missing Bnk 
In the EU between macro- 
economic policy amd eo^loy- 


ment strategy", Emilio 
Gabaglio, the Eoropean 
Trade Union Confederation 
general secretary, said yes- 
terday. "We need to bring 
them togethef". 

TTie ETUC wants employ- 
ment guiddines "to demon- 
strate Emn leconomic and 
monetary union] is abont 
jobs and living standards 
and not just about money". 
Mr Gabaglio believes the 
unions have proved the 
worth of last year’s inclusion 
of as mnployment rtiapter in 
the Amsterdam treaty oo 
European mtegr^<m. 

In a submission to the 


Austrian governmaxt, which 
takes over the £U presi- 
dauy next month, the EITJC 
urges more direct, formal 
contacts between employe 
and labour and the Euro- 
pean Central Bank to ensure 
growth and Jrti creation are 
"sustained" as priorities. 

The ETUC says it Is dissat- 
isQed with the degree of 
union involvement in draw- 
ing up national enqiloyiQGsat 
action plans, complaining 
there was little time for 
preparatlon. It says the outp 
come was ussatisfectory in 
Ireland, Spain and Gennany- 

Gemian trade unions are 


partieulariy annoyed at the 
lack of involvement. They 
claim the govenunent 
"not taken seriously” the 
linteing of macro-economic 
and employment policies. 

But trade nnimfl in Ans- 
tria, Finland and Drtimark 
are more satisfied at tteir 
participation in drawing up 
nationid engiloymeDt action 
plans in their countries. 

Mr Gab^o and Ids ctd- 
leagues will t^ Mr Blair 
that trade onions want to be 
involved not just in prepay 
ing national employment 
strategies but also in their 
implonmitation. 


The ETUC believes ixoce- 
dures and institutional 
onangements Tieed to be 
agreed at national level and 
be overseen at European 
level". It also complains 
most EU states have not yet 
rethou^t their macco-eco- 
nmnic policies becuse their 
thinking has been domi- 
xmted the "nominal conver- 
gence objeeUves" of eco- 
nomic and numetaiy iminn 
"Structural policies often 
seem to be seen as beiz^ an 
end in themselves rather 
than as a means of lifting 
obstacles to fester growth of 
cutout and mnploymart." ‘ 


« 

yesterday adopted proposals to 

^ currenSTS euro. 
'asWng three years, 

sirr^ arfo cheaper to rim than exlstinaaiTarH^^ 

more than Ecuibn (SuilbSr^^^ 

w», be 

rranz nscnier, the EU farm commisdoner sairt uta Mutne 
Virtually elimlrmte 

of the Common Agricultural Poficy. Rffiehael 
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EUROPE 


Prodi looks 
to opponents 
for backing 


Parallels with Srebrenica found 
in destruction of Decane 

But diplomats on the ground believe threats of possible Nato 
intervention in Kosow are unlikely, \Mites Guy Dinmore 


A few blnfi-nxdftinned Ser- 
bia pdtoemea shelter- 
isg behiofl sand-begged 


By James Bib In Bonie 


Italy’s centre-left 
govemineat feces the enibar- 
rassing prosp^ later this 
month of having to 
on opposition votes to 
ensure the passage of a bill 
ratifying an important fOr- 
^gn policy objective, Nato’e 
eqian^on into omititi an<? 
eastern Europe. 

Thanks to a new strategy 
of oiutri^ hostflity to the 
govenunent adc^rted by &1- 
vio Beriusconi, leader of the 
conservative Forza Italia 
party, the coahfion will have 
to rdy on a small' grozqr of 
former Christian Democrats 
to guarantee the bill's 
success. 

Last month. liomano Fto- 
di’s gavermnent pngh«M^ the 
Nato expansion bin throng 
the Italian Senate despite 
the opposition of the 34 
Reconstructed Commnnists 
(RC), on wh<HD the adminis- 
tratioD relies tar its parlia- 
mentary ffi^oilty. 

On that occasicm, the bin, 
which approves Mato mem- 
bership tm the Cze^ Repub- 
lic. Hungary and Polud. 
was supported by Poraa 
Italia and ez-Christian Dem- 
ocrats in the opposition, led 
by the former president, 
Francesco Coss^ 

But the recesit coUapse of 
bipartisan talks on ream- 
ing Italy's constitution is 
swiftly turning Mr Berlus- 
coni into an nnqualified 
opponent of the government 

In a remaitable volte-face, 
he is now pledgh^ to vote 


against the Nato bUl when it 

eomPB to th e fbam'hffr ^ ^gp. 
uties, forcing Mr Prodi’s 
coaliticm to rdy on the votes 
of Mr Cosaga'e 31 MPs to 
push throu^ the legfelaiion. 

The ddh&cle ova: the Nato 
vote, due on June S3, is. 
pnMfcely to bigger an ixume- 
diate g ov a n m eat crisis 
Ing to elections. There is 
contlnned uncertainty 
among the political parties 
about the- voting twtnnHww 
of the elec to r a te.- 

Kit mini s t e s s believe that 
the reliance on oppo^on 
Christian Democrats to 
enact an importaot iton 
foreign ttoUcy would be an 
enbarrassment for the gov- 
ernment, raising questions 
about whether the composi- 
tion of the ruling nu^os^ is 
in ^bct pJ M Tig in g 

'mre Mato vote is going to 
be a diScalt moment for the 
governmesDt,'’ said a senior 
government oSciaL “liTlien 
the Communists see that 
this jg EBplai> 

ing their W)tes with those oS 
the Cossiga group, they are 
likely to become enraged." 

Mr Berlusconi's abouttum 
fUIows his dedaratioD ear- 
lier this week that his per^ 
is. breaking (A all relatlODS 
with the Prodi administra- 
tion and is determined .to 
“get this government ont". 

Tn this political situation, 
we have the duty to bring 
out the eontradicticas in this 
coaUtion, iritidr is without 
poU( 9 . especially fore^ pol- 
vss,” the Forza Italia leader 
said. 


checkpoints are the only 
signs' of life in Decane. 

What was once a w^-to-do 
market town of 20.000 
people, the great majority 
eth^ Albanians, lies in 
dbarred naas. 

In. the biggest military 
offensive seen in the Bal- 
kans since the last days of 
the Boerdah dvn war three 
years ago, Serbian interior 
uifailstry forces and federal 
Yugo^v tro^ have started 
to ctem a swathe of territory 
adODg the border between 
Kosovo province and 
Albania. 

Over 60,000 inhabitants 
have fled, most of them 
deepo: into Eoeovo as wen 
as more than tLOOO over the 
Cursed Mountains to 
Albania and 8jno into the 
small Yugoslav republic of 

Diplomats believe the 
immediate qc Slobodan 
MBosevie. Yi^oslav presi- 
dent. is to prevent separatist 
rebels of the Eoeovo Ubma- 
tiou Army (ELA) from bring- 
ing weapons and filters 
over tiie rugged frontier into 
Kosovo. 

Another option - if Bel- 
grade cannot win the war 
against a guerrilla army 
growing in numbers and fire- 
power - may be to carve 
Eoeovo into two, a plan kmg 
mooted by natkmalist Ideo- 
loguee around Bfr MBosevic. 

ha the smtb Serida would 
keep lead-zinc mines and 
smelters, in tiie soutb-west 
around Decane Serbs would 


retain fertile agricultural 
land and aadeot Orthodox 
monasteries, the cradle of 
the first Sobian kirigdoms. 

A small comer bordering 
vtdatile Mhcedcuia would be 
left for the estimated 1.5m 
Albanians who wwfce im 90 
per cent of Kosovo’s total 
population and overwhelm- 
in^ demand ind^jendence. 

Survlvois of last week's 
offensive, which involved 
artillery and aircraft, ^ve 
given accounts hauntu^y 
similar,' thou^ on a smallar 
scale, to what happened 
when Serb forces oyerran 
tile Moslem enclave of Sre- 
brenica in eastern Bosnia in 
tile summer of 1935. 

Refugees say that those 
too slow to flee the initial 
attack were rounded up by 
police and separated into 
two groups. The women, 
children and elderly were 
sent on tbrir way to Albania, 
the men detained. 

Ethnic Albanian officials 
clahn that 200 to 400 men are 
mifising . Veton SuTTOi, editor 
of Che Albanian-language 
newspaper Eoha Ditore, 
fears that many or all of 
th^ were killed. 

Serbia's state-controlled 
media has maintained 
almost complete silence 
about what happened in 
ane, escqpt to show footage 
of the few buildings that 
escaped destmctlcKi. 

As the leh^ees fled, police 
set the town on fire, ensm^ 
ing that It will be a long 
time, if ever, before they can 
return. 

On Tuesday, with the per- 
mission of Mr Milosevic, US 


diplomats led by Richard 
Mitag , the ehargd d’afikires 
to Bdgrade. visited Decstne 
unescorted by police and 
accompanied by several jour- 
nalists. 

Almost every house bore 
the scars of war. Farms, bars 
and shops had bea reduced 
blackened shells, walls 
pockmarked from bullets. 
Freshly washed laundry 
flapped in the wind and driv- 
ing rain, coffee caps and 
passes sat on tables - all 
testimony to the hurried 
flight for safety. 

Surrounded by burnt ruins 
of brick and stone bouses in 
the old quarter of Decane 
was the mosque, the centre 
of worship for the mostly 
Moslem Albanian commu- 
nity. The minaret was 
sU^iy damaged and win- 
dows were smashed but the 
structure itself was mostly 
untouched. Inside, tom 
copies of the Eoran lay scat- 
tered amrnig shards of glass. 

“The destiuction is really 
heavy, the people are gone. 
It is a depressing sight,” kfr 
Miles commented. 

After three years of indeci- 
sion, the massacre of several 
thousand Moslem men in 
Rrebrenica fizmlly galvanised 
the US and its divided Euro- 
pean allies into action. 

Nato mounted air strikes 
against Bosnian Serb posi- 
tions and Richard Hol- 
brooke. a senior US envoy, 
was able to coerce Mr Biilos- 
evlc and his proxies into 
accepting a n^otiated deal 
that, in theory, preserved 
Bosnia as a sin^e state. 

The response by the west 


to the growing conflict in 
Kosovo - with accompanying 
risks for Albania and Mac- 
edonia • has been the reim- 
position of western economic 
sanctions that will hurt 
Serbia's already crippled 
economy but not deliver a 
death blow that would force 
Mr Milosevic to bade douTi. 

British and US leaders 
have made threatening 
noises about possible Nato 
intervention in Kosovo but 
diplomats on the ground see 
thia as most unlikely. 

“kGlitary intervention is 
easy to say but hard to 


achieve.“ Mr Miles told 
reporters in Decane. 

He stressed the only way 
forward was to restart the 
peace talks that the Kosovo 
Albanian teadership under 
Ibrahim Rugova broke off 
last week in response to tbe 
Serbian crackdown that has 
taken the confirmed death 
toll this year to more than 
250. Mr Holbrooke brought 
Mr Milosevic and Mr Rugova 
together for the first time 
last month. 

Diplomats say that if Mato 
confined itself to air strikes 
against Serbian military 


positions then the hardline 
KLA rebels would take con- 
trol of much of Kosovo. 
Should Nato ground trocqis 
move in as peacekeepere 
then the west would find 
itself in charge of another 
Balkan protectorate, along 
the lines of Bosnia. The 
international community 
opposes a redrawing of Bal- 
kan borders but bas also 
failed to persuade Mr Milos- 
evic to restore to Kosovo tbe 
broad autonomy that he 
abrogated in iftv while reed- 
ing tbe fires a( Serbian 
nationalism that w.xs to 
destroy former Yugoslavia. 

ft i.s too early to tell 
whether sanctions and 
vague threats of interven- 
tion have exercised a 
restraining effect on Mr Mil- 
osevic. The scale of tbe 
offensive has died down but 
this week Serbian forces 
were still shcKing villages 
between Decane .ind 
the .Albaninn frontier. 

EK^epc-r into Kosovo the 
KLA is spreaduig its wings 
.and has ereried barricades 
within Sbkm of the proxnn- 
cial capitnl Pruftina. 

.Arms ,are sliil flowing 
across ilw border. On Mon- 
day night the army seized n 
consignment brought in by 
packhorses that included 
two Germon-mnde anti-tank 
inis.sl)es. 

Kosovo Albanian sources 
say tbe KLA is finding ready 
recniit.s among ethnic Alba- 
nians exiled in Europe. Their 
senior commander is said to 
be Rahman .Adcm', .an ethnic 
Albanian who utitil recently 
sert'eil as a general in the 
Croalian army. 

Mr .Adeni is s.aid by the 
Croatian inedi.a to have bera 
twice derorated by l^rcsident 
Frunjo Tudlmon and played 
a lending role in the 1995 
offensive that rmnlly drove 
out separatist Serbian forces 
from Croatia in the last 
major wave of ethnic cleans- 
ing seen in the Balkans. 
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Lukashenko delays 
< diplomats’ eviction 



Qemian an d wns dq r HemtVWBbetwnatandkiqinttortofhti 
rasidwicofettwDraR^ compound bMnskyMferdqr RoAem 


of Belarus as an Tncr easlng l y 
authoritarian state. “We 


By Chiystia Reeland 


Belarusau President 
Alexander Lukashenko yes- 
terday postponed a contio- 
vosial plan to evict 22 for- 
eign missions from thefr 
homes, temporarily ovesting 
tbe threat of a diplomatic 
walk-out by western nations. 

Belarus' plan, and the 
strong-arm tactics the 
authorities employed this 
week in an effrgt to enlinrce 
it, prompted a number of 
countries, including tbe US 
and tbe EU states, to 
threaten to withdraw their 
' 9 representatives. 

Tbe bizarre row has 
h«rightawprf Ml* Lukashenko's 
r^nttation as an unreliaMe 
maverick and put further 
strain on rdations between 
the Slavic state and the 
west 

The conflict erupted on 
Monday ni^t when Beiarn- 
san police wtided khut the 
entrances to diplomatic resi- 
dences in Drozdy, a com- 
pound outside Minsk, the 
capital, forcing the US 
ambaasador to into bis 
home through a side 
door.'Ihe conipound is home 
to 22 foreign missions. 

Belarusan authorities said 
they were seeking to move 
the diplomatic corps in order 
to conduct urgeut r^iaire to 
the compound, which was 
completed in 1948. They 
dalmed the homes were in 
disrepair and without prcgier 
electricity or water. How- 


ever, foreign diplomats said 
the repairs could be per- 
formed while they were in 
resMencei. They also said the 
government’s unilateral 
r; 1 ahn (g] the tanhaiBttea vio- 
lated the Vienna Convention 
rm dhtiomatie ri^fts, i^dch 
grants nations severe^ 
cooMl over tbe territory of 
their embassies. 

Mr Lukadienko extended 
tbe deadline for the diplo- 
mats to leave fheir Unoes 
for one week - until next 
Wednesday. Horrever. Minsk 
is stfll toststing the envoys 
must leave, which ie likely 
to co ufiim tile westmn view 


have tried hard to maintain 
a woridx^ relationshfo with 
Belarus," James Riih^ tbe 
qiokesman for tbe US State 
D^iaTtinait, said. “The gov- 
emmeDt mmie that 
even more difficult by this 
unnecessary, foolish file- 
gal provoeeticKi." 

Mr Rnbin and Moscow 
analysts speculated tiiat tbe 
eviction effort could have 
been inspired by Mr Lukadi- 
miko. He bas a building in 
DroBdy and may want tbe 
iHwnpiMin^ to Minsk 

oStdals denied titesedaims. 


Talks on takeover to 
rescue Estonian bank 


By Matij Vipofelk ia RiBa 


Mflflpanh , tho Bstonfen bank 
which *bia aeeh aTinnuTiCfid 
. i its intentiOD to go into vol- 
untary Uquidation* may be 
taken over by two l e adi n g 
larffmiaw ban^ the central 
hanic paid yesterday. 

“At this time we can con- 
firm that negotiations 
invdving two leading Esto- 
nian banks in the rescae 
Maapank are being held.” 
Kaia KbU, a spokesman for 
Eesti Pank, the central bank, 
said. “The rescue package 
would involve the takeover 
of the bulk of assets and Ua- 
bUities and would also 
iru-h idp a securities tnumafr 
tion,” she added although 
she did not say which banks 
were involved. , 

The board of Maaaianl^ 
Estonia’s axth Mggest ba im 
by assets, said on Mcmday it 
■ would take the bank into 
voluntary liquidation, hav- 
ing foiled to meet a central 
Kimif deadline ter recapltal- 
isatjnn. Maapank. or Rural 


bawfc , ' had assets of about 
TCh ^-iOm (gii2m) at tbe eoid 
of ApriL It incuired losses of 
Up to EloSOfen in securities 
trading late last year when 
Bstmiia’s bourse toeft a dive. 
Tbe voluntary liquidation 

has to he epgn^ei by a gen- 
eral meeting of Shareholders 
on June 18. 

Deposits of up to SkiB4fen 
vrere frozen by Maapank on 
MondaTi wltii EkT26Qm of- 
jaivate d^ioaits and up to 
BkrsOOm of goveram^t 
.depoots in tiie bank, wfaiefa 
services mainly farming 
communities outside the 
capital TBllinn. On the same 
day. the central bank par- 
tially snqwnded Blaapex^S 

bankiiig licence, restricting 
its operations to deposit 
transactions. 

x f na patiir has amorently 
offered to sen its assets to 
one ca more of Hansapank, 
fihispank and Sofopank. tbe 
country's three largest 
^uVa by ameis. Acccadlng 
to unconfirmed reports, 
Xihispank and Hansapank, 


tile two largest banks, are 
re^ to buy the p erfon ni ng 
assets of Maapank. 

■nie government bas nst- 
ecated it will luK save Maa- 
pank If the rescue dee] Mis. 
However, Eesti Pank and the 
govenunent said any losses 
a twitoinpri by private deposi- 
tore is waapi^ir would be 
partially covered by a new 
deposit insurance law. 

The prime minister's 
s pok esman said yesterday 
tM goveromept was a eekjne 
parliamentary support to 

^ypplomant the foW irnnwdi. 

. otely. Tbe spokesman. Dan- 
iel Vaarik. denied tbe gov- 
ernment was contemplating 
the use of tax receipts to 
fund tbe private depc^tors’ 
lostes. 

“nie gorerinomit plaM to 
cover potential private 
depositor losses with a sup- 
plementary budget' Mr Vaa- 
rik said. Itie tends would 
econe from tbe sale of state 
piVpe i ty. 

l^ocal analysts 'were scepti- 
cal about a'deaL 
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DIRECT INVESTMENT JAPAN’S ECONOMIC PROBLEMS AND SOARING DOLLAR BRING FALL IN NEW INFLOWS FOR FIRST TIME SIN CE 1992 


NEWS DIGEST 

"M- 


Foreign money for 


US business 


By RHiliani Waten In New York 


Japan's economic ills and 
the soaring US dollar have 
finally slowed the flood of 
foreign money into establish- 
ing new businesses in the 
US, according to figures 
released yesterday. 

Hie rebound in American 
manu&cturing competitive- 
ness has brought a boom in 
fore^ investment in the 
199Qs, with the amount of 
money spent on buyii^ 
existing businesses or set- 


ting up new ones riang at 
an annual rate of 45 per cent 
in the four yeoxs to 1996- 

Last year, though, the 
amount of new money fell 
for the first time since the 
recession year of 1992. 
according to pieliminary fig- 
ures released by the Bureau 
of Ectauunic Aimlysis (BEA). 
^pending dropi^ to STOSbn. 
down fiwi a record $79.9bn. 

The dedine reflected both 
an abaenbe of some ot the 
iiniigH^j i y large investments 
seen in 1996, as well as a 


Sharp puQ-ba^ by Japanese 
investore. the BEA said. Jap- 
anese investment, which 
reached a peak of SI9j9ba In 
1990, was only pl-Shn last 
year. 

The steady rise of the US 
dollar may also have play^ 
a Ug part in the decline, the 
agency added. 

“It has becoBae MttrBmgiy 
expensive fbr foreign compa- 
ny to purchase in the IK,'' 
said Andrew Bemard, an 

economist at the Yale Sdhool 

ofManagemmit 


The continuing strength of 
the nation's economy had 
iwad<> ihiw "a fabuloos tune" 
for foreign direct invest- 
ment, but the dollar's 
rebound fborn Its low point 
three year Beo had added 
greatly to the cost. 

The BEA's figures relate 
only to acqoisitioDS of estab- 
lidnd US companies and the 
creation of new businesses 
by foreigners, and do not 
include investments in 
established foreign-ownSd 
businesses in . the US. 


'Those figures continue Xo 
increase; the US balance of 
payment accounts for last 
year recorded a net infiow of 
$l07.9bn for all types of 
direct InTbstment, some 
S30.9bn up from the year 
before. 

In spite of the foU-off in 
new' business investment 
last year, the Sows of capital 
rem^ at a histnically high 
leveL 

Tbe STasbn spent In 1997 
was stfD neariy 2S per cent 
more than the amount 


slows 

invested in 1995, according 
to tbe BEA. Tlie contlnu^ 
merger and acquisition 
boom Is also Ukeiy to foed 
fTir mig h into a continuation 
of these strong capital flows. 

Coiporate acquisitions 
acconoted for a record 90 per 
cent of new business invest- 
ment made by foreigners last 
year. This year baa. already 
brought a record number of 
ftoejgn takeovers in the US, 
Including the planned $38bn 
acquisition of Chrysler by 
Dahnler Bmiz. 


Flint dispute gives 
General Motors 


taste of bigger 
battles to come 

Nikki Tait on an industrial dispute at the 
leading US carmaker, where jobs have 
halved in 25 years and more cuts loom 


i ndusUial strife is no nov- 
elty in Flint, Michigan. The 
tough car town, about 65 
miles AorQi of Detroit and 
the official birthplace of 
General Motors, has been in 
and out of industrial rela- 
tions disputes fairly fre- 
quently over the past 10 
years. 

Today it is a walkout by 
almost 3,400 workers at Old’s 
Flint Metal Center which is 
causing wide^read disrup- 
tion to assembly qpetations 
at the nation’s largest car- 
maker. 

The ostensible cause of the 
strike, which began on Fri- 
day, is CM’S quest for pro- 
dnrixvtty improvemorts and 
more flexibility in union 
rules - essential, it says, to 
future comp^ttveness. 

On the union side, how- 
ever. the United Auto Work- 
ers has expressed dismay at 
potential job cuts, which 
could number close to 200. 
Union leaders have also 
lashed out at workiiig condi- 
tions at the Flint foeflity. 

Richard Shoemaker. UAW 
vice-president, claimed last 
we^ that members were 
emplQ]Fed in “unsafe work- 


ing conditions, such as being 
esqMssed to hazardous chemi- 
cals on the job. . . en«ssive 
and potentially damaging 
noise levels and dangerous 
working conditions in the 
operatloa of mobile equip- 
ment”. 

Since the strike b^an the 
two sides have continued to 
meet daily. Thexe is so for 
little Indication that prog- 
ress is being made. 

The inq^ of the strike 
has been imroediatR. causing 
widespread disruption to 
GM’s North American 
assembly operations. ^ yes- 
terday morning seven assem- 
bly idants bad been closed 
because tbe lack of prodr 
uct from the Flint fodlilT, 
wfaidb mfllcBs hoods, fend^ 
and doors among other 
parts. About 18,900 assembly 
line workers had been idled. 

The dispute’s impari had 
also spread beyond GU 
itself, with siqipliers sneh as 
Lear Corporation, which 
makes car seating and intmi- 
ors. starting to cut back 
operations. Other suppliers 
be similarly afferted if 
tbe strike drags cm. 

But, tbe specifics of the 



Flint Metal Center griev- 
ances aside, the dispute is 
part of a broader battle 
between GM and UAW, both 
within Flint and nationally. 
Twenty-five years ago &A 
employ^ more than 76,000 
pet^le in its tnrtiqdace dty. 
Today the figure has 
dnvp^ to half that level 
The number will plunge 
even further when the 
impending closure of the 
lai^ Buick City assembly 
plant, scheduled for next 
year, goes ahead. 

Ail this, in generally 
benign economic conditions, 
breeds resenbnent. “Ihe ris- 
ii^ tide of success once 
floated tbe rowboats and 
skiffe the workers as well 
as tbe yachts of the top exec- 


utives,*’ said Mr Shoemaker 
last week. 'T£ GM has its 
way, the Flint community 
could lose about 11,000 jobs 
in tbe next two years, a dev- 
astating blow to a commu- 
nity that has been loyal to 
GM for decades.” 

More eontentloasly, the 
nnion goes on to claim that 
GM is abandoning a local US 
cornmnnity, and its roots, in 
favour of chewier manufac - 
taring centres overseas - 
“trai^rring jobs, technol- 
ogy and coital from tbe US 
to flliailaDd, Medoo, fThina 
and elsevrttere”, as Mr Shoe- 
mako* puts it 

So the Flint Metal Centa- 
dispute is by no mpans the 
only battle in si^t. A sec- 
ond dispute is already brew- 


ing at the Flint Bast plant 
owned by Delphi. GM’s auto 
parts ann. witii strike actiem 
possible thae as early as 
today. 

“IT FUnt East goes down it 
cripples all of GM’s 
i^aatioDS,” says Ron Tadr 
ross, analyst at Salomon 
Smith Barney. 

Wall Street, howeva, 
remains largely unper- 
turbed. GM shares have 
climbed from about the 158 
level in mid-January to 
around S74 at present, with 
the FUnt dispute cluing 
barely SI from the price. 
Most analysts are aware that 
the company's persistent 
battles with the UAW over 
the past 18 mouths - whldit 
have resulted in more than 


half a dozen strikes - have 
geneFally led to deals benefi- 
cial to tbe carmaker. While 
such disputes may have a 
short-term impact on pro^. 
tbe kn^m'-term benefit for 
competitiveness more than 
ootweigfas this. 

Yet analysts warn that, if 
the Delphi plant gets 
embroiled, the dynamics 
may be difibrenL 

This, after all, is a busi- 
ness which could'be spun cS 
from a propensity for 
strike action would not be 
helpful 

“Employees should start 
thinking differently and 
think about Delphi as an 
Independent company ~ 
iriiere strikes are bad.” says 
Mr Tadross. 


SOUTH ATLA NTIC 

Oil accord threatened by 

Argentine opposition 

AUianoe has threatened to repudiata 
in aolnion ooBs, cWms that the acoord 

the watera aimind Ihe^^ 

^IhemlSrrwit. and consequent gowmmert inac ^h 

Claims, was ^ 

Steto malm -risky IrTwestments- In an area where 

resol^. 

Exploration began north ^ ^ MtoSowim 

taiTOorj a Ucenslna round launched by the Faiwanos govem- 

The fiiBt well was plugged after faffing to find hydrocar- 

and Arsenana refose to 
Clakne. But toeag,^t 
exploration in the ^1^ 

understanding tori if ori was found toe islarelefe would 




CANADIAN LOGGING 


Pressure on industry grows 

Forest products companies on Canada’s west co^m toe- 
ing intonTtn pressure to absuidon clear-cut logging fonow^ 
yesterday’s announcement by MacMHlan-Bloed^ Canal's 
lamest forest products company, that It win end the practice 
on an Its boWings In BriBsh ColumWa. The provn^ gowem- 
mert gairt the decision was “a move In the right direction and 

vdll erwourage the rest of the Irtdustry to follow". 

MacMHIan-Bloedel, under pressure from environmernal 
groups toat had organised international boycotts against Brit- 
ish CoUimbiwi timber, ssM ft would phase out over fere years 
all clear-cutting, in which EtII timber is felled on a tract of land. 

Ofiicials vrith other companies said there would be no rush 
to abandon deaivcuttlng, which is widely used around toe 
world, for Mgher-cost altwnathres. MacMilton-Bjoedel said the 
plan would only raise its costs by about C$4 a cubic metre on 
current harvesting costs of more than CS1 00 (USS69) per 
cubic mMre. But under the province's timber taxation system 
some of tooee costs wffi be absorbed by other compartes,. 
which will toce higher levies as a result, industry sources said. 




SHOULDER-RRED MISSILES 

Albright urges export curb 

Madeleine Albright, US secretary of state, yesterday called for 
negotiation an IntBmational to curb exports of shoul- 
der-fired mtssBes. The missiles, which are portable and easily 
concealed, posed a "growing threat to cMi aviation”, she told ^ 
the Stimsbn Centre, a WasNngton think-tank. * 

Shoukfer-iited missiles such as the US Stinger and the 
Soviet SAM-7 were widely suii^ed by Washington mxl 
Moscow to guerrilla movements they supported during the 
cold war. Many are believed still to be In circulation. 

Mrs Attjright also expressed regret that the Flussian Duma, 
or parliament, yesterd^ called off plans to hold a hearing 
neset we^ on rmffication of the Start-2 strategic arms treaty 
with the US- in iight of toe south Asia mjclear tests by India 
and Patdstan. Start-2 ratification was more ixgent th^ ever," 
she said. Reuters, Wastungton 
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Former coup 
leader held 


Brasilia sees lower price Swiss under fresh cloud 
in Telehras sell-off over wartime action 


in Argentina 


By KOI Vltom in Bueeos Mres 


Jorge Videla, Argentina’s de 
facto president from 197681, 
was due to testi^ yesterday 
after being arrested in con- 
nection with the illegal sei- 
zure of children under the 
military dictatorehip. 

Mr Videla, a foxiner gen- 
eral, was arrested on Tues- 
day night on the order of a 
Ju^ investigating the cases 
of five children bom to polit- 
ical prisoners kidnapped by 
militari’ death squads in 
1976-78. The children were 
then allegedly handed over 
for Ule^ adoption to cou- 
ples connected with the mili- 
tary. Many similar cases are 
being investigated. 

The arrest order is likely 
to cause uneaa in the gov- 
ernment. which has sou^t 
to draw a line under the 
abuses of the 1976-83 tnililary 
regime. Ministers loused to 
comment yesterday beyond 
sayiag it was “a Judicial 
matter”. Human rights 
groups reacted with a mix- 
ture of surprise and delight 


Mr Videla. who led tbe 
1976 coup against President 
Isabel Peron, was con- 
demned to life imprisonment 
In 1985 for human rights 
abuses, but freed in 1990 
after being pardoned by 
President Carlos Menem. 

In 1987 Mr Meneui’s predie- 
cessor, Raiil Alfonsin, ban- 
ned any fresh human li^ts 
prosecutions in an eflbet to 
cool continued military 
unrest. But human rights 
groups have kept up the 
pressure for full investiga- 
tions into the military’s 
activities. Up to 30,000 peqjile 
“disappeared” during mili- 
tary rule, many of them 
killed in secret torture cen- 
tres. 

Human rl^ts groups have 
increasin^y focused their 
investigations on the mili- 
tary's alleged seizure of 
babies and cluldren, a crime 
not covered by the presiden- 
tial pardons. They are also 
exanunhig the possibility of 
prosecutions for econonJc 
crimes, such as seizing vic- 
tims' assets. 


Jonatban Wisatley 
inSSoPaolo 


The Brazilian government 

baa set a iwiniTniiTn price Of 
R$13.47bn (USgll.Tbn) for 
the sale of a controlling 
stake in tbe country’s tele- 
phone netwQtk, due to take 
place on July 29 in what wiD 
be the biggest privatisation 
yet attempted in Latin 
America. 

Analysts e^ect the sale to 
genearate a premium of about 
20 per cent to the Twintmnm 
price. If so, the government 
will receive about R$16bn, 
much less tiian the figure of 
at least R820bn frequently 
mentioned by SAigio Motta. 
former communications min- 
ister and architect of the 
sale who died in April 

The government has tried 
to damp npectations of a 
high miniinuin price In 
recent weeks. Analy^ say 
they understood the minis- 
try’s advisers, including 
Morgan Stanley and Salo- 
mon Brothers, had recom- 
mended a minfmnm of aS 
little as RSlttm to RSiilm. 

The network, known as 
the Telebrds syston. will be 
sold in 12 onlts: one 


long-distance and interna- 
tional (verator, three fixed 
(^erators and ^ifot cellular 
companies. Loiz Carlos Men- 
don^ de Banos, commimi- 
catiois minister, said prices 
for each of tbe companies 
had been set at an average of 
20 per cent more than those 
recommended by advisers. 

He said alterations to the 

risk of 

investing in Brazil 
is higher than a 
few months ago’ 

sale model in recent months 
had reduced the value the 
controlling stake, equ^ to 
about 20 per cent of total 
capital from the R$24bn 
suggested by tbe network’s 
estimated asset value of 
R$120hD. 

Changes included revi- 
skxis to charges and perform 
mance imgels to be imposed 
on the new owners, and the 
tiiniry fjf me minlstty's plan 
to b^lu lioences to 

compet ii ^ operators. 


Marcello MoUica of Banco 
Icatu, a Rio de Janeiro 
investment bank, said tbe 
ministry was rtic gniring the 
true reason for tbe compara- 
tively low price. 

“Tbe risk of investing in 
Brazil Is much highor than it 
was a fevf moatbs ago,” he 
said. “Investors are worried 
about foreign exchange risk, 
about the fiscal deficit about 
the chance that Prudent 
Cardoso may not be re- 
elected in October. If 'Fele- 
bids bad been sold last year 
the government would have 
got 40 par cent more.” 

But he said the price was 
within expectations genera 
ated by CUIZent ennrtti;jf>pfi 
Analysts said it was low 
enou^ to attract interest 
from international telecoms 
operates and high enouedi 
to defend the government 
from oppositkm accusations 
it was selling state assets too 
cheaply. The sale is expected 
to attract bids from cmisor- 
tia formed by Sprint and Ato 
Touch of the US, Telecom 
Italia. France Telecom and 
Portugal Telecom and Tele- 
fonica Internacional of 
Spain. 


By JolBi Antteis In Naur Yortc 
and wasam HaU to Zuridi 


The Simon Wiesenthal 
Center yesterday ignited 
frtth controversy over the 
wartime actions of the Swiss 
government, saying the 
country’s justice minister 
hpid meetings with neo-Nazi 
groups over restricting 

hninigi-aHnn by JeWS. 

Swiss govenunait officials 
reacted angrily to t£e 
report’s conclusions, while 
representatives of the Jew- 
ish community in Switzer- 
land described it as 
"unscientific”. 

The rafoft comes in the 
middle of negotiations with 
the three big Swiss hanics for 
a global settlement over the 
issue eg Holocaust victims’ 
dormant accounts and assets 
looted during the war. It 
appeared to be an attempt to 
increase the pressure on the 
banks. 

Abraham Cooper, associ- 
ate dean of the Wiesenthal 
Cento-, said: “To be felr to 
the Swiss people who want 
to bear about the issue, you 
will have to put the histori- 
cal questions on the same 
tost track as the negotiations 


with tbe three major Swiss 
banks. If you don't do that 
you are being unfair to his- 
tory and unfair to the Swiss 
people." 

Christophe Schauer, a 
Swiss government official, 
said the strongest support 
ever recorded for rigfatwing 
extremist groups in elections 
was 1.5 per cent, and they 


Swiss Justice 
minister held 
meetings with 
neo-Nazi groups 


had lost their last seat on 
the national council in 1939. 
He said a number of right- 
wing extremists had been 
executed durU^ the war in 
Switzerland. 

The Wiesenthal Center 
released copies of three doc- 
uments from the Swiss 
archives. These included a 
minute of a discussion 
between the Swiss justice 
minister and members of tbe 
Swiss Fatherland Associa- 
tion during the war, a H ght - 


wing group, saying 
intended to r^uce the flow 
of immigrants “in a fiinda- 

manhil manTmr " 

A second document 
recorded a discussion in 
1946, in which the justice 
minister said “the Swiss 
Fatherland AssocUitioa has 
frequently received materi- 
als that have been 
as official secrets”. 

It also released instruc- 
tions sent in 1942 to Swiss 
border control personnel 
saying “refuses on grounds 
of race” were not to be 
treated as political refugees 
and wma to be turned bads. 

At a New York press con- A ; 
forence, officials for the cen-^*r 
tre also distributed photo- ' 
graphs taken from w ar time 
Swiss newspapers showing j. 

Nazi rallies, featuring promi- 
nently displayed swastikas > 

and inctures of Adolf HKler , 
taki^ place in the Swiss 
cities of Zorich wna p aseT . 

When questioners said the 
allegations rested on only 
three documents from the 
Swiss archives, Marvin Kier. 
dtom of the Wiesentiial Cen- 
ter, said tbe Watergate scan- 
dal bad rested on even less 
documentation. 


Greenspan outlines 

remain substantial”. 

He said weaknesses in 
Asia bad slowed the annual 



^eenqaais toe Aden effect is 
preddsig same cause far wony 
euMfe the region 


By Sleitoen Rdlar 

ta Waddngtoo 


A lan Greenspan, the 
chairman of the US 
Federal Reserve, yes- 
terday outlined what he 
des^bed as an extraordi- 
nary economic expansion, 
but said a recent moderate 
acceleration of wage costs in 
the economy would need to 
be closely monitored to see 
whether it demanded an 
increase in interest rates. 

In tagHmnny tO the joint 
economic committee of Con- 
gress, Mr Greenspan said the 
Fed's assessment last Octo- 
ber that the Aslan financial 
crisis was unlikely to 
threaten the US economic 
pifpqpsinn was “stiU essen- 
tially correct, although 
uncertainties about the 
rii»giiBP of restraint that will 
be coming from abroad 


rate of growth in the US - 
measured at 4E po' emit - in 
the Gist quarto by about I'A 
percental points. 

“Not only have eu^ort vol- 
umes been affected, but pro- 
ducers to both industry and 
agriculture also are having 
to adjust to tbe lower prod- 
uct prices that have come 
with slower economic 
^owtb abroad and the 
increase in the competitive- 
ness of foreign prodaceis 
induced largely by depreda- 
tions (tf their currencies,” Mr 
Greenspan said. 

He growth was likely 
to be slower in the seomd 
quarter *hsp in the first. 
However, he added: 
" Aifhnng h data oa hours 
worked suggest that growth 
of the economy has likely 


slowed this quarter from the 
first quarter’s torrid pace, 
the degree of slowdown 
remains in questioiL Evi- 
dence to date d a modera- 
tion in underlying domestic 
spending still is sparse.” 

Strength of domestic 
spending had bear fuelled, 
in part, by conditions in 
financial mazkets. “In short, 
our economy is stiS enjoying 
a virtuous cycle, in which, to 
the context of subdued infla- 
tion and generally support- 
ive credit conditions, rising 
equi^ values, are providtog 
tovetus for spending and, to 
turn, the expansion of out- 
put. employment, and pro- 
ductivity-e^anctog capital 
investment The hopes for 
accelerated productivity 
growth have been bolstoing 
expectatlona of fiiture corpo- 
rate earnings and thereby 
fueling still further increases 


‘virtuous’ growth cycle 


to equity values.” 

He said investors ffmnrd 
to mqiect that ‘low inflation 
and stronger productivity 
growth would allow the 
extraordinary growth of 
ixofits to be extended into 
the distant fature. indeed, 
expectations of per-share 
earnings growth over the 
longer term have been, 
undergoing continuous 
upward revision by security 
analysts since 1994. These 
ristog KEpectations have, in 
turn, driven stock prices 
shaiply higher and credit 
spreads lower, perhaps to 
levels that will be difficult to 
sustain unless economic con- 
ditions remain exceptionally 
fovourable - more so than 
n^t be anticipated from 
historical relationships. 

“In any event, primarUy 
because of tbe rise to stock 
prices, about $l2j)00bn has 


been added to the value of 
household assets since the 
Old of 1994. Probably cmly a 
few per cent of these largely 
unr^lised capital gains have 
been transformed into the 
purchase of goc^ and se^ 
vices In cimsum^ maikets. 
But that increment to spend- 
ix^p combined with the 
sharp increase in equlpmat 
investment, which has 
stemmed freon the low cost 
of both equity and defat rela- 
tive to e^Miried profits on 
capital, has propelled the 
eamomy forward.” 

He said he remained con- 
cerned that economic growth 
Would hit constraints in a 
tightening of the labour mar- 
ket 

Mr Greenspan said: "The 
gap between the growth to 
employmmt and the work- 
ing-age population will inevi- 
tably close. What is crucial 


to sustidsing this unprece- 
dented period of pros- 
perity is whether that *f] ns - 
tog occurs in a disruptive <n- 
gradual balanced manner.” 

Certain factors, such as 
the Asia crisis, might act to 
bring demand for labour in 
Une with its sustatoable sup- 
ply-butifthisdidnothap- 
pea "titter economic policy 
may be necessary to help 
guard- against a build- 
up of pressures that could 
derail economic pros- 
perity.” 

Monetary policy mighf be 
used to tighten if demand 
were to continue to 
few signs of abating notice- 
ably. thereby threatening to 
place strain oo our labour 
marfcds.” 

Recognising the powerful 
fonss of productivity growth 
and global restraint on infla- 
tipn the Fed had “not pe^ 


oehred to date the need to 
ti^ten policy in response to 
strong dmnand... But we are 
monitoring the evolving 
forces very closely to ^ter- 
mine whether the recent 
acceleration of costs, albeit 
moderate, is likely to prove 
transitory or the start of a 
more worrisome pattern th ?* 
®ay well require a 
response.” 

He concluded that the cur- 
rent^ combination of eco- 
nomic circumstances was 
“^t what histo rical relation- 
ships would have led us to 
at this point to the 
buln^ expansion and 
wmle it is possible that we 
have, in a sense, moved 
beyond history", we wilL 
also have to be al^ to the 
pOBstoility that less fieivoura- 
ble historical relationships 
will eventually reassert 
themsdives.'’ 
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_ WORLD TRADE 

CHEMICAL ADDITIVES COMMISSION BELIEVES THERE MAY BE POTENTIAL DANGERS FOR CHILDREN BUT HAS FAILED SO FAR TO A GREE 
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Brussels under fire over delay on toy safety measure 

^ AiMntiHac *h 




By samer (skBiiitar hi Bmsseb 

The European Commission 
came under fire yester^y 
from consumer groups for 
failing to impose a 1^ cm 
potentially hannftil chemi- 
cal contmned in children’s 
toys. The Commission said it 
hoped to reach a decision 
next week but adnutted the 
products in question, called 
phthalates. posed **ijnmedi- 
ate and grave danger." 


"A majority of commis- 
sioners agreed on the need 
to take emergency mea- 
sures.” said a Commission 
offleiaL **But tba« was no 
agremnent on the extent of 
these measures.” 

The episode is remioiscent 
of the 1996 concerns over 
BSE. or ‘Tnad onw” disease 
The Commission was then 
accused of exaceitating con- 
sumer fears by failing to 
take decisive artion. 


"As with the BSE ^tua- 
tion, we know thme are seri- 
ooB long-term implieationB. 
bat the scientific evidence is 
contested." said an oEBcJaL 
BEUC, the European con- 
sumers’ federation, reacted 
angrily: "We cannot u^er- 
stand bow they [EU commis* 
sioneRl can be ao blatantly 
diSFegardiiig of sctentific evi> 
dence of the carcinogenic 
eSbet of these phthalates,” it 
said yesterday. "Meanwhile, 


these products continue to 
be used by the most vulnera- 
ble of consumers - diUdren 
below the age of three.” 

Ihe Cunmisaion is consid- 
ering several options for a 
ban on prodnets containing 
phthalates. The most drastic 
would aim include removing 
i^'j^ng products from retail 
ontlets’ shelves. 

Phthalates are chemical 
additives that give PVC 
added softness and elastic- 


ity. They ate widely used in 
and other prodiicfa fix' 
infants, such as teething 
rings and pacifiers. Lahtna- 
tory tests on animaig how- 
ever, have shown that vftimi 
in^ted, phthafates are 
toxic and can can% canes. 

Ihe Commission also said 
a ban would he limited to 
"products made spedficaDy 
to be put in the mouth”. 
Ihis is likely to cause fur- 
ther outrage among con- 


sumer protection groups, as 
it rules out soft toys that 
children might nonetheless 
put in their xnoutiis. 

But a limited ban would 
ddose tensloiffi with US tt^r 
makers, who were concerned 
a wide-raugi£« ban could 
afibet thetr EU sales. 

EarliffT this year, a sden^ 
tific committee set up by the 

CommissioQ caressed con- 
cern over evideoee, from ex- 
periments on animals, of a 


link between phthalates and 
cancer. A Commis^ 
PT part said yesterday: *"Iw 
elects have be«i mfiasured 
on snimals. Phthalates are 
oardnogemc and toxic: they 
affect the hormonal system. 

Thft mmn reason for the 
dday, the Commissi^ said, 
was "absence of a method 
acceptable to ah scientiste 
to measure the rate at which 
phthalates are absorbed by 
the body. “We are well 


BA and AA hope a compromise 
will let alliance take wing 

Airlines may have to make concessions for their partnership plan 
to take off. Michael Skapinker and Samer Iskandar report 


T wo yearn ago today, the 
beads of British Airways 
and American Airlines 
draped their countries’ flags 
around their shoulders and 
announced they were form- 
ing one of the most powerful 
airline alliances the world 
had ever seen. 

Robot Ayllng, BA’s chief 
executive, and Donald Carty. 
American's then president, 
now its c hairman- Sf tjd they 
expected swift regulatory 
approval fw their deal. They 
thou^t the US government 
would clear the deal in 
return for an "open skies” 
agreement with the UK. 

Two years on, BA and 
American have not receiv^ 
clearance from any of the 
regulators involved and the 
future of their proposed alli- 
ance - which involves exten- 
sive co-(g)etatloD and reve- 
nue sh^ng - remains 
murky. 

The planned partnership 
has been vigorously (giposed 
by most of BA and Ameri- 
can’s competitors who allege 
it will sign^cantly reduce 
transatlantic competition. 
Ibe opponents received pow- 
erful support last mouth 
from the US Justice Depart- 
ment, whi<^ said the alli- 
ance would "sigi^cantly 
reduce competition" on 
many US-UK routes. “If this 
transaction is to be viewed 
as the price for open ^es. it 
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SfaHed: after two yeais of negeliatiofis Brffah Annys and Ainarican Airbies have eta not get thflk' plan errthe 9oiaid 


is a tai^ price.” the depait- 
ment said. 

So is the alliance dead? 
Na The chances are it will 
still happen, but the two air- 
lines will have to "mfco sub- 
stantial concessions to win 
approval. Three regulators 
are looking at the deal: the 
UK d^partm^t oC trade and 
indusby, the Enropean Com- 
mission, and the US trans- 
portation department, 
advised by the Jostice 
Department 

While th^ are scone dif- 
ferences between their 
approaches, they are propos- 
ing a gimiiflr remedy: that 
the two airlines give up take- 
off and landing slots at Lcm- 
don’s Heathrow airport. 

The UK government has 
been told by the Office of 


Fair Trading that the two 
airlines diould have to give 
up 168 weekly HMthrow 
slots. BA and American said 
they could live with this, but 
the other regulators are 
likely to insist on a higher 
figure. 

Karel Van Miert the EU 
competition commissiouer, 
has said the airlines sihoUld 
give up 350 slots. 

The US Justice department 
said othtf airlines needed 
338 slots. BA and American 
say if the US authorities and 
Mr Van Mlm stidt to these 
numbers, the deal will be oS. 

However, both Brussels 
and Washington are expec- 
ted to oompromiseL Commis- 
sion officials say the ninnber 
of slots they dsnand will be 
tov&t than the 3S0 orij^nally 


mewted. Mr Van Miert Is 
believed to be willing to take 
into account Uie "quality, 
rather than quantity” of BA 
and American's slots. Mr 
Van Miert has said he sees a 
distinction between time- 
smisitive and non-time-saisl- 
tive passaogEss. llmeBensi- 
tive passec^ers are mainly 
business travellers, irtio are 
wining to pay a premium to 
fly at specific times. 

Mr Van MOert is believed 
to recognise that giving up 
^ts on busfoess-dacQinated 
fUgfots would be more of a 
sacrifice for BA aod Amai- 
can than faiHng fli^it fre- 
quencies on leisure domi- 
nated routes. V the airlines 
have to give iq> more busi- 
ness-dominated flights, he is 
likely to demand fewer hoU- 


day travel slots. 

The US transportation 
department is also expected 
to be more leniait than the 
justice deparimmiL But this 
mi^ not be enough far the 
prospective partners. 

If Brussels and Washing- 
ton propose that BA and 
Amoican give 19 about 280 
slots, the two airlines are 
likely to clam their aHlanca 
will not be amunerciaDy via- 
ble. But even a rMatively 
h^ slot number nd^ not 
mean the end of the alHance 
"The de^ is in the details." 
an industry executive said 
yesterday. BA and American 
will be lookhig closely at the 
period over which the slots 
have to be edvm up. 

If the process is phased 
ervear several years, the sir- 


tines might be readier to 
accqit ft. Mr Van AGert has 
said the slots will have to be 
ceded immediately, but 
Brussels officials recognise 
that Heathrow will need 
time to make the necessary 
aEiangements. 

There is a ftsther possible 
complication. BA believes 
the fjn*! Buropean ifarfeinn 
on the giKanna ifas with fbe 
UK government; Brussels 
jnsisfet it is the final arbfter. 
The UK govmnment and the 
Commission are likely to 
want to avmd a dash. Ndl 
Kinnock, the EU transport 
cmninissiaDer, is believed to 
be woridng to ensure that 
Mr Van Miert and the UK 
govenunent do not come to 
blows over the issue. 

Mr Van IGertis staff are 


also tiioQ^t to be keeping in 
tonch with the office of Mar- 
garet Beckett, the UR indus- 
try secretary. "With Mrs 
Beckett, we are not vny far 
from having a common 
view," a Commission official 
ssdd. 

The Commission is expec- 
ted to pnfolish its propcsa& 
on June 24 - atthoui^ previ- 
ous deadlines have slipped. 
Washington plans to 
annoance its vmih'ct in the 
autumn. BA and American 
want a dedsfon in time for 
the international airline 
scheduling conference in 
November, when slots are 
allocated for the summer 
1999 season. They will not 
want to five throng a third 
anniversary with the issue 
unresolved. 





So Doubleclick just talked advertising" 

vi/hgre [Ms possible to accurately tai^ incfividuals. A 
medium that is iffieFodive; 100% meosurobie and 100% 
accountable. When you look at It in tfxjse terms, you 
hove to start toldng It seriously. 

Christine VVcAaw. iVkxwging Axtner. 


The louder the hype, the deafer I become. So ifs not 
surprisng that I haven’t hod much time odv^ti^ng 
on the Web. Doubleclick succeeded where others had 
failed by simf^ talking my language. Here is a medium 
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Japan may challenge 
Canada vehicles deal 


By Edwari AUee ai TorontD 

Jtqnn is preparii^ a Worid 
Trade O^anisation chal- 
Imige against riawaiia over 
Its preferential treatment for 
ns vehicle manofacturers, 
according to the president of 
Toyota Canada. 

After two years of lobby- 
ing on both sides, the Cana- 
dian government aTHiormwid 
yesterday ft would vid e with 
the Big Three v^iicle manu- 
facturers aod maintain Can- 
ada's 6.7 per cent tariff on 
imported vehicles. John 
Manley, industry minister, 
said Canada would not etimi- 
nate the tariff unilaterally 
but would wait for future 
rounds of trade negotiations. 

Under a US-Canada auto- 
motive pact in 1965, Ford, 
Chrysler and General 
Motors, as well as Volvo 
Canada, can inmort vehides 
duty-flue from anywhere in 
the world. Ford uses that 
provision to import Jaguars 
tariff-free from tiie UK while 
GM brings in Saabs from 
Sweden. 


Toyota and Honda, iriiich 
have large manufacturing 
plants in Ontario, had 
pressed Ottawa to reduce at 
eUzninate tiie tarlffi arguing 
that tiie companies win socm 
reach the same dmnesUc pro- 
duction levels as the US Big 
Three. 

Yoshfo Nakatani, Toyota 
president, said he 
£dt “b e triq^ ed " by the Cana- 
dian government decision, 
and uid all the Japanese 
•companies would be recon- 
sidering tiieir fiitore invest- 
ment plans in Canada. 

A Japanese embassy offi- 
cial said Tokyo had not 
made a final decision to 
appeal to the WTO but the 
likelihood of such a case was 
“very hl^”. 

The automotive pact 
requires the companies to 
prepuce one vdiiele in Can- 
ada for every one sold there 
and to have at least 60 per 
cent of the vehicle’s value 
added in Canada. 

The Japanese manufartnr- 
ers say they already meet 
those requirements and 


should qualify for the same 
treatment But the US and 
C a n ad a decided in ru^iotia- 
tions for the North Ameri- 
can free trade agreement 
(Nafta) to exclude any other 
companies from membeahip 
in tte automotive pact 
The Big Three produce 
about 75 per cent of vehides 
sold in Canada, but their 
market share has been 
eroded. Honda and Toyota 
each recorded sales 
Increases of more than 40 
per cent last year. 

The US companies 
mounted a fierce lobbying 
campaign to maintain the 
tariff back by the power f ul 
Auto Workers Union, wludr 
has not succeeded in union- 
ising the Japanese produc- 
tion plants in Gariaria 
decision annmm,.^ yester- 
day keeps Canada's vdiide 
tariCfa at almost three timaa 
the US duty of 2.S per gewt- 
The automotive industry 
is Canada’s biggest mamifac- 
tuxing industry, accounting 
for 2S per cent of the coun- 
try’s mmebandise exports. 


aware of the quantities that 
wesent a danger,” the eaqieit 
gaid. “What we have to put 
in place is a method to mea* 

pira the mlfcantfam. " 

Under EU law. emei«eiicy 
measures on prodwt safety 
require evidence of Tminedl* 
ate and serious risk". The 
Commission raised doubts 
ov^ the strength of the evi- 
dence yesterday, when it 
said ea^ tests bad dtown 
*very diverse results”. 

Doubts 
cast over 
Ukraine’s 
fitness 
for WTO 

By Ranees WBRams 
fei 



Ulcraine’s bid to join the 
World Trade Organisation 
ran into stormy weather 
yesterday as trading 
partners vented strong 
criticism of recent actimis to 
raise tariffs and grant m ^ 
preferential investment | 
treatment to Daewoo, the 
Korean carmaker. 

The European Union said 
that, far from moving to 
freer trade, Ukraine 
appeared to be heading 
towards protectionism, 
casting doubt on the 
country’s aspiration to be a 
WTO Tn pmhm* in time for a 
new series of trade 
negotiations in 2000. 

Earlier tius we^ the EU 
gave Ukraine two months to 
cancel special tax and other 
advantages granted to 
Daewoo for investing in the 
domestic car industry, wUtfo 
Brussels says are 
discriminatory and 
incompatible with WTO ^ 
rules. " 

EU officials also fR ' 
complained y^terday shout 
recent tariff increases and 
the imposition of 
WTO-Ulegal import quotas 
on some agricultaral goods, 
camplaints echoed by others 
including the US, Canada 
and New Zealand. 

More than 600 tariffs had 
been raised in past weeks, 
according to Canada, while 
the US said tariff and 
non-tariff barriers were 
multiplying "beyond our 
ability to track them”. 

Ukraine’s WTO 
appUcatioD, lodged in 19^ 
has made only limited 
progresa, reflecting the slow 
pace of market and trade 
reforms. A j 

These concmis have been ” ' 
compoonded in the last few 
months by the apparent 
protectionist shift in 
Ukraine's trade poliey. 

Kiev has also appeared to 
be turning away from the 
west to put more stress <m 
strengthening commercial 
ties wfth Russia witii wUdi 
it signed an economic pact 
in March. 

However. Ukrainian 
officials yesterday rfaiiw«>d 
success in stabilising 
economy, with positive 
economic growth expected 
this yev. 

Ulnaine had the outline of . 
new foreign trade lagigiafian • 
rigned to make its trade ^ ' ' 
regime more compatible 
with international trade 
rules. 

Ukraine has also thfa week 
presented an offer to 
liberalise services trade, 
such as financial services 
and teleconununications. 


ALUMED^ENOWpE TURKEY PUTS CONTRACTS ON HOLD AFTER NATIONAL ASSEMBLY VOTE 

French arms deals ^eaten^ 


By tadiew Jad( In Paris 


Military contracts between 
two Frradi couqianies an*! 
the Turkish government 
came under threat yester- 
day, in the wake of a vote by 
tbs fetich National Assem- 
bly to consider as genocide 
the killing of up to 1.5m 
Armenians in Turkey 
between 1915 and 1923. 

The vote has threatened 
an embarrassing division 
b e tween the l^hring coali- 
tion government of Uohel 
Jospin and the parliamen- 
tary Socialist group which 
proposed the 

A 8145m d^ for Eryx mis- 
siles with the state-owned 
Aerospatiale grenp - whidi, 
accordiiig to a Frendi dfolo- 
mat quoted by the Reutss 
news agency, was due to 
have ben signed last weA 
- has been put on hold 

Separately, the Turkisli 
Daily News English-lan- 
guage new^par reported 
the Turkish defence ministry 
would not invite Thomson 


esp to bid for a gisom air- 
craft contract if French 
Senate confirmed the 
National Assejibly*s vote. 

The TurUsb embassy in 
Baris stressed yesterday that 
no decision on the deals had 
yet been made by the gov- 
ernment, bnt confirmed a 
number of contracts had 
been put <» hold An official 
said the Turkish auftioiTtles 
were watching the decision 
(rffhefTendt Senate, wtaidi 
still has to vote on the 
motion passed by the 
National Assembly btfore 
the propositioQ can become 
law. 

The latest threats come 
after the dfy of faniir in Tur- 
key said ft had rejected bids 
from two FrmiCil ftmnpanl^ 
for a contract to build a 
metro, in retaliation for the 
vote at the end of May. 

The Ftench foreign affairs 
ministry ^ud the govent- 
ment had "taken noter of 
the National Assemhly vote, 
whfle stressing ft would not 
become law unless it was 


SRPnived by the Senate. 

It distanced itself from the 
motkm as a pn^tosition by 
the parliamentary Socialist 
party, and said tiie French 
government's relations with 
Turkey had not changed. 

President Jacques Chirac 
baa also made considerable 
efforts with hla European 
counterparts in the past few 
montiia to dev^p titter 
links with Tuikey. 

Tbe Ftench Senate, domi* 
oated by ri^twing pai- Mw , 
said yesterday the motion 
Aad not ^ been allocated a 
place in its l^islative calen- 
dar, which it said was 
ejtLi«i«ely full during the 
we dts . 

The French assembly deci- 
sion is the third sash recog- 
nition of ^^ed Turlti^ 
genocide of the Anneniais, 
after votes by the Belgian 
Md Russian parliaments. 
The Greek and Cypriot gov- 
ernments have 'also rects- 
nised the alleged genocide. 

The Turkish government 
denies that any genocide 


0^ 


took place, and says sfynifi- 
cant 'ftukish and Armenian 
casualties occurred in the 
civil war at tiie start of the 
cmitury. 

John Barham adds from 
Ankara: Tnrkey's foreign 
and defence ministries said 
they had no oFRi-j a j oonfii- 
^tion of the FVendi assem- 
bles deci si on. But ministma 
^ MPs have stated repeat- 
8dly they would carry out 
unspecified “reprisals" 
against France following 
adaption of the Armenian 
resolution. 

Turkey ims previously 
imposed bans foUovring criti- 
cism of its h uman rights 
record by countries suefo as 
Norway and South Africa. 
However, this would be the 
first time ft has Imposed 
such measures on a close 
ally. 

^ weU as a Nato ally, _ , 
has supported Tifr- | 
«y s so (ar abortive '* 
attempts to be considered a 
candidate for European 
Union membership. 
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Kazakhs celebrate opening of new capital 


Gbarfes CHmr ID Astwa 


Amid Tnairtftnp on prancing 
torses, sword-wield^ fni R 
dancers, fireworks, pop 
bands and dull congratida- 
toiy speedws b; 20 bearig of 
state and govenuoant lepre* 
sentatives, Nursultan Nazar- 
bayev, president of Kazakh- 
st m, ye sterday opened his 
coimnys new caiAal city of 
Astana. 

“Astana is at the cross- 
roads of our oountry, it will 
he the symbol of our inde- 
pendence,’* the president 
said. At this sta^ it con- 
sists laXgGdy of jf 


uninspired, . government 
bidldi^ dnstered aroond 
Republican square in the 
town centre. Else^ere, It 
has been “renovated** by 
taekbig plastic shewing on 
to cnimhHng Soviet build- 
ings. '‘We didst really have 
a style in mind, when we 
design^ the dty,** admitted 
Bayir-Betov. its ardji- 
tecL 

Bven the name Astana is 
just as ^erlc as nnicb of 
the ardiiteetUFe. In Kazakh 
it simply means capital 

It was abruptly changed 
from Akmola last month 
after an . unsuceesaftil cam- 


paign to convince fhreign 
Journalists that Akmola did 
not mean *Svhlte grave**. 

But the fact that the Kaz- 
akh govenoment has op^ied 
the eaidtal to whatever con- 
ditioo, is a ndnor-minde of 
logistics and wiZL In pushing 
the move Mr Naz^ayev 
sio^e-bandedly defied virtu- 
ally his entire bureaucracy. 

. **We have to do things 
when they are hard,** the 
president said last month in 
an intendew, mqdaizting the 
reason for the baste of the 
move, whidi he decided on 
in 1992. 

As to the reasons behind 


the move. Mi Nazarbayev 
simply said thti Alma^, 
former capital located in the 
extreme south-east of the 
eouotiy, WHS a “dead end*. 

Astana is the centre the 
region where Kazakh tribes 
fought a fsteftil war with the 
rzrel JuDgar people in the 
18th century, whi(& so weak- 
ened the that they 

vrere forced to seek a treaty 
with Russia for protection. 
.This was the v>flytwn<ng of 
the end of Kazakhstan's 
independence for the next 
two centuries. 

In the ISSOs the northern 
region around what is now 


Astana was the ate of an 
artificial &mine created by 
Stalin, whidi kiDed up to 40 
per cent of the Kazakh pcgm- 
latloD. 

The DMtbem region was 
repopulated in the 1960$ 
under the So^et “Virgin 
Lands** prognmzne, meant 
to ro energise agrieiitture in 
the USSR by farming the 
vast steppes of central Asia. 
Mmiteis of ethnic Russians 
immigrated to Kazakhstan 
under thig programme. 

Many Ksoakh officials ibar 
that these ethnic Russians 
could be a destabilising 
inCuenee on the eountn' as 


a whole if Russia were to 
attempt to stir up the region 
to esjiand Its influence. 

They also fear that the 
ethnic Russians could fixm 
the basis of a Russian terri- 
torial Qaiwt on the north of 
Kamkhstan. The two eouo- 
tries still have not formally 
agreed on a border. 

klming tbe capital back to 
the north, according to a 
presklentiaJ aide, wras meant 
to redress tbe “deaDOgrajdiic 
imbalance** created by tbe 
Cunine and Russian immi- 
gration, and neutralise the 
ethnic fauUline running 
through the country. 


Sudan looks to oil for new lifeblood 


As the civil war drags on, a $1.6bn pipeRne prpfect is being presented as a miracle 
cure for the country’s economic and social ills. Micfiela Wrong reports 


T o shouts of “Allahu Akh- 
bar” - “God is Great" - 
from the crowd, herds- 
man cut the boll’s' throat 
and splashed the bri^bt arte- 
rial blood on the pipeline. 
On cue tbe Cbizz^ engi- 
neeis, eadi clad in pristine 
orange uniforms, revved 
their tractois and car^iUy 
lowered the section into its 
traieh. 

Sta^ in tbe middle of a 
swirling dust-storm and 
watched by a ccdlection of 
dignitaries sweltering in the 
46-d^;ree heat, the ceremony 
at A1 Jayfi, in the arid waste- 
land 70km north of Khar- 
toum, marked something of 
a systolic turning point. 

After nearly two decades 
of up tbe potential of 
its petroleum reserves, 
Sudan has launched Itself 
into ofl explottatian with a 
vengeance, snatching at 
what officials regard as a 
pceahle miracle cure to its 
deepening economic and 
sodal ills. 

By 1999, If woric goes 
to schedule, a l,54(lcm pipe- 
line wiD liaic the oSfldds of 
Bentiu. Heglig and Unity to 
Port Sudan on tbe coast 
June that year, Sudan 
should be exporting ISOJQOO 
barrels per day. Six montiis 
later it hegws to be refining 
its own crude. 

‘“Ihifi marks the start of a. 
new Sudan,** promised Ansi- 
dent Omar al-Basbir after 
uDvmling a marble plaque at 


Al-Jayli. where a gSOOm oil 
r^noy with a cqiacity of 
2Am tonnes will be built on 
the pipeline's route to the 
north. 

Contracted by U ^Tirnffir 
companieg. more than 2M0 
Chinese labourers are 
already to the conntiy and 
by June their numbers will 
have risen to 7,000. the num- 
ber deemed necessary to lay 
Africa^ lon^st plpMlne in 
enffTnt of the most h osti le oon- 
ditions known to 

Malayslan. fianaRiatij Brit- 
ish, Argentinian and Ger- 
man companies also beloog 
to tiie consortium responsi- 
ble for the $1.6bn scheme, 
and are coveting nearly all 
tbe start-up costs in return 
for the promise of a share of 
future revetme. 

That means that in the 
first 10 years, the cash- 
strap)^ government's prof- 
its to moderate as It 
pays hack its creditors. But 
simply being relieved of its 

annual $250m-890Qm eDfigy 

bill, say officials, would 
make a vast difierence to a 
govenunest embndled in an 
expensive military eam- 

palgn • , 

And thee hes tiie rub. AH 
the confident projections- 
Igoore one key fact: tbe Ifi- 
year civil war between the 
blamic guvenunent and the 
southern Sudan PeoplB’s Ub- 
eration Army (SPLAj rebel 
movement, a conflict that 
threatens to turn any prefect 


into yet another obstacle mi 
the path to peace. 

Officially; ml Is being pres- 
ented as a force for reooDclh- 
ation. (Kl according to Dr 
Hassan atTurafai, the brain 
behind government ipoficy, 
win help prev en t the nortb- 
sonth fract ur e loomii^ <xi 
tbe horizon by funding the 
reconstruction of the under- 
developed south. 

“Ihe Sudanese will know 
how to use tiie ml* on roads, 
bridges, schools end agricul- 
tural schemes.** he says, 
insisting Sudan is now 
“mature'* «wiuiig h to ensure 
this wlncUall is not wasted. 
“If there is oil and infra- 
structure. Sudan will 
become amalgamated. The 
country fbae.“ 

Riek Machar, tiie Ntier itir- 
mer rebel chief in whose 
reglm many of the oilfields 
lie, agrees. Last year he 
sifpied a peace deal with the 
government catering for an 
eventual referendum on 
for his 

re^on. 

“B In the interim period 
we manage to use this oU to 
redress imbalances and cre- 
ate confidence, maybe the 
south would then vote for 
unity,** to speculates. “The 
south would have made an 
ecooumic leap fhrward and 
some of their fears would 
have eroded.** 

But the fact that Oie gov- 
ernment is energetically 
mobilising reernits for a 


fresh war effort, analysts 
argue, makes it tor more 
hkely that the revemie will 
be used to fond the military 
machine on unifying 
the nation. Oil, they fear, 
will exacerbate ratirer than 
ease the problem. Ito SPLA 
has already made that 
assumi^on, with its leader 
John Garang promising to 
target the ollSelds. appar- 
ently topes for a repeat ctf 
1985, when the rebel kflliogs 
of three ofl industry employ- 
ees prompted Chevron to 
abandon its $800m invest- 
ment in the area and pull 
out of Sudan. 

'The oil issue is already 
showtog signs of complica- 
ting the stuttering peace pny 
eess. addtog a tempting new 
prize to tto range of ques- 
tions to to squabbled over. 

At talks with the govem- 
nmnt in Nairobi late last 
year. the SFLA dismayed 
mediators by unveiling a 
map with new boundaries. 
Itose showed the southern 
area labelled for possible 
secession stretching as to 
north as the town ^ Abyet 
That would mean it neatly 
encompassed Heglig, Unity 
and Bentiu - site of the rich- 
est reserves. 

When pushed to consider a 
divisioD which would leave 
the ml in southern hands. 
Khartoum officials talk 
vaguely about revenue- 
sharing agreements. In fact 
the government, diplomats 



Bkito spS: a steuoftored bul lies beside the ptoeine Mchela Vtfiong 


agree, is unlik^ ever vol- 
untarily to surrender control 
of such a prime resource. 

It has already taken steps 
to ensure the oilfields 
remain firmly in its control. 

'Three thousand troops 
have been assigned to the 
area to guarantee security. 
Local Nuer despite 

wmring among thnnselves. 
have successfully cleared 
SPLA reb^ from tbe zone 
anil Arab wnjfiainfr-n loyal to 
Khartoum have been buii>- 
ing villages in what appears 
to be an organised scortoed- 
eartb campaign. “Tto aim 
seems to be to torn a 200- 
mile bu30 zone around the 
oilfields which the SPLA 


cannot cross and then keep 
the southern factions too 
busy flgbtitig each other to 
be able to bother with the 
oD.” says a local dijilomal 
Ibe government has also 
taken care planning the 
pipeline. The route origi- 
nally envisaged by Chevron 
ran via the town of Kosti. 
Given the new role being 
played by Eritrea, which 
plays host to a Sudanese 
apposition alliance atiH hag 
become a launching pad for 
SPLA attacks im tbe east, 
the new route has been 
shifted sharply westwards, 
away from tbe Eritrean bor- 
der and well inside Khar- 
toum-controlled territory. 


NEWS DIGEST 

KYPT APPROVES LEGISLATION 

Banking and insurance 
sectors set for overhaul 

Egypt’s par tia men t yesterday approved legtslaiion which Witt 
lead to the privatiSBkion of state-owned bwdm and allow for- 
eigners to ofwn maiority stakes in kisurance companies. 

The ovsrtimjl of the banking and insuranoe sectors is 
expected to ba^ immediatdy, with plans to evahjaie and 
streamrme toe institutions in toe coming months. The Bank of 
Afexandiia is the most ttkeiy candrdale for a share issue, 
which is etmected to be completed by toe wid of this year. It 
is unclear whether tfus wiH be a minoiity sale on the stock 
exchange or a maiorHy sale to an anchor investor. 

In the face of resistance from oppoettion parliamentarians, 
Ycussef Boutros-Ghali, the economy minister, insisted the 
regulatory framework provided adequate monitoring of toe 
banking sector and would safeguard agoiiwt ownership knbai- 
anoes by the foreign or local private sector. Egypt e commit- 
ted through its membership of the World Trade Orgariisation 
to liberalising Its banMng and Insurance sectors by 2003. 

The three state insurarree corrmanles are not expected to 
attract anchor investors before widespread resiructunng has 
been carried out though shares in one are expected to be 
issued by toe end of this year. Mark Huband, Cairo 


MIUTARY EXPSIDITURE 

Rate of decline slows 

Qiobai military experuMure was about Sf2S per capita In 1997 
out of a total of ^40bn, urtcharvged compared with toe previ- 
ous year, a research group said yesterday. 

This was equal to about 2.6 per cent of globa) gross 
national product on average, toe Stockholm International 
Peace Research insUtute @ipri) said m Its annual yearbook. 

Altooutto WMid milhaiy expenditure fett by about one-toird 
over toe past decade, that decline had slov^ in recent 
years, the group said. 

“Estitnates of world totals indicate toat the rate of decline 
WBS less than 1 per cent in real terms in 1997, compared with 
an average annual reduction of 2.5 per cent during toe five- 
year poiod 1993-1997,*' Sipri said. 

The decrease in spending globaHy began in 1988 after 
years of rapid growth with the sharpest drop in mttitaiy 
expenditure occunii^ in 1992 when Russia siastung its 
ddtence spending by two-totrds as part of budget cuts. 

There had also been significant cuts in Africa, Central 
America and the US. US miDtaiy expenditure (ell by 31 per 
cent over the lest decade, but was at the same level as in 
1980. Reuters, Stockholm 


WINEA BISSAU^ 


Vieira vows to crush uprising 

Backed by troops from neighbouring Senegsd and Guinea, 
Joeo Bernardo VMra, Guinea Bissau’s president, appeared 
poised yesteid^ for an all-out attack on rebel poaltions In toe 
capltel, Bissau. 

Mr Vieira, who had sworn from toe start of the uprising on 
Sund^ to ‘raush* toe ted to topple him, spumed an attempt 
by ioca! politicians and European dipbmate to meefiate. 

Earfier, poMtical leadaiB, ihiduding members of toe ruing 
PAIGC, had made a iast-dftoh effort to medlats an end to toe 
four-d^ revolt by seeking talks with toe government arxi the 
rabets. Reuters, Lisbon 
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Parents In Bosnia would no 
sooner let a child go out'and 
play than let them get Into a 
car with a complete stranger. 

toCMSt, akwr 10 cbiMrfB 8 Biek are besg 
kHled BT BifBari by tka 4 aiilHaa iMzpladfd 
Inrf Mtes hi Ike fwaer Yagadm^ 

Wfciek S lirkr 8t CUMrea in Crisis, we are 
eruHoi sife pli| ueas, when cbildna eaa 
in, cfiaife aed play spaits, wftfetBt sDaiai ta 
uy tana. Bat fa aaBartake Ibis task, we wHi 
yav help- It easts Et ta toy a niae. but op to 
£500 ta elaar oae. W aaly it was as axpaaMve 
ta dastray livas aa it was ta safoBoard thaai. 
yoo any not bo raadiai ttnal. 

OafortBBalely ttaagh, aor waih datsat aad 
ia Basaia. la fact, it has baaa astlawted ttat 
far ovary ebiU eo tbe plaiet, tliare is aaw oae 
laid wiaa. Ho waoder that avea in caairtrlea 
where pease has hesa restored, we'd nOar 
keep diigisB ap Hn past, ttaa forget iL 

1b anew as ta caattow ear work, please fiU 
il the eggpan and wake a deoation. IFor aaly 
£10 per ahild, are caa areata a safe play araa). 

“Caa Jotony eawa eat ta ptay?” Sea, wbfie 
year naBey way not ha able ta ebaaga the 
world, it eoald vary wen thaaga ear beadliai. 
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YEN FALLOUT BEIJING IS LOATH TO SET OFF A ROUND OF COMPETITIVE CURRENCY CUTS IN THE REGION DESPITE TRADE P ROBLEMS 
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China likely to resist devaluation pressures 
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^ James iQriige is B#ag 

The sharp depreciation of 
the yen is expected to hit 
China's exports and inward 
Investments hard. But will 
the pain be intense enough 
to force Beijing’s new 
government to devalue the 
renminbi? 

Fears of an imminent Chi- 
nese devaluation helped 
drive down share prices and 
currencies in mu(^ of Asia 
yesterday. But most com- 
mmitators said that althoucdi 
pressure for a devaluation 
has intensified, the Chinese 
govemmaxt would be loath 
to take such a step. 

The yen's weakness win 
not be a strong enough fac- 
Uff to push th^ into a deci- 


sion on renminbi devalua- 
tion," said Qu Hongbin. 
manager of economics and 
strategy at Dresdner Klein' 
wort Benson in Hong Kong. 

“THuse are too many other 
factors involved in such a 
dedslou." he added. 

From the perspective of 
trade and investment, the 
S*eD depreciation - and the 
weakness it is causing in 
other Asian cuneneies - is 
likely to have a significant 
negative impact. China’s 
direct exports to Japan 

accounted for 17.4 per cent of 
total eqiorts last year. Some 
economists said the yen's 
weakness could mean these 
e^xnrts &11 by 10-15 per cent 
for the whole year unless the 
Japanese currency recovers. 


An executive in a large 
state exporter of textiles, 
which make up the main 
portion of Chinese rn^orts to 
Japan, said yesterday that 
orders from Japan and Soutii 
Korea were down by as 
moeh as 50 per cent fivun 
this time last year. 

Profit margins have also 
begun to wane. Chen Xla- 
otao, an eocutive at Stone 
Coipixation. a leading Chi' 
nese electronics company, 
said that Japanese clients 
were already demanding to 
renegotiate contracts at 
lower prices. 

Trade otficiaU said that 
although Chinese exports to 
third oountries did nrt oom- 
pete to a great extent with 
Japanese products, where 


they do overlap is in areas 
such as consume electron- 
ics where ambitious Chinese 
companies axe trying to 
enter relatively new mar- 
kets. 

The govonment is keen to 
support these companies’ 
to establish Chinese 
brand names abroad, hat tiie 
yen's &11 win enhaoee the 
competitiveness of J^Moese 
rivals. 

Tn t^ms of volume, con- 
sumer electronics exports to 
the EU. US and tatin Ameri- 
can markets are not large. 
But they are important in 
terms of trade strategy." said 
one trade officiaL 

But despite the obvious 
pressures, most comments- 
tors renain aangoiae tlmt 


Beijing will not devalue 
unless certain conditions 
alter. 

Devaluation in China, 
where tiu renminbi Is not 
folly convertible. Is an over- 
whelmingly political deci- 
sion. Many ftffiwak tViat 
the govenunent was con- 
vinced that It would be 
pointless to devalue tbs ren- 
miabl if such a move merely 
touclmd off a another round 
of competitive devaluations 
In Asia. 

lha cost in credibility for 
CSiina's sew govenmaat of 
a devaluation would be high 
Zhu Ronsii, the premier, 
promised before the nation 
tn that currency 

would not be devalued. ^ be 

bfli»VtraHne , opponents of his 


other reforms to the b ankin g 
system, stateowned enter- 
prises and bureaacracy 
migdrt dig in their heels, ana- 
lysts said. 

in*ATW8»Hnwadiy , the Chi- 
nese government hopes its 
stand against devaluation 
wni demonstrate a level of 
responsibility wtairti could 
help it enter the World 
Trade OzKanlsatton on con- 
cessionary terms. The cen- 
tral bank governor. Dai 
Kiangloog; probably bad his 
sights on WTO memheinhip 
when be spoke this week of 
the “great cost” China has 
sugar e d in opposh^ devalu- 
atiofu. analysts said. 

Mr Dai also much ol 
the fact that MS. a key mea- 
sure of money supply. 
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recorded its first month-on* 
montii gain in May this y^ 

and lending from finan cial 

institutloDS dimbed 15.2 
cent year-on-year in May- He 
portrayed these statistics as 
ripwg tb ?* China might be 
polling out of a marked 
slowdown in domestic 

growth. In tiie first quarto’, 
the economy grew at 7.2 per 


cent down from B.8 per cent 

for the whole of 1997. 

Beijing's reasuoing. econ o- 
odscs said. Is that pressure 
for an export-boosting dm'al- 
uatioD will recede if the 
national 8 per cent growth 
target can be attained 
throu^ easing monetary 
policy and Increasing Infta^ 
strorture spending. 


YEN FALLOUT ANXIETY GROWS IN HK 


YEN FALlfpUT_RE&ONAL IM PACT V A RIES AS NEIGHBOURS STRUGGLE TO COPE WITH DECL INE IN VALUE OF THE JAPANESE CU RRENCY — 

there are some benefits 


Tung pledge on Asia takes the pain, but 
link with US$ 


By John Ridding ta Hong Ktong 


Tung Chee-hwa, Hong 
Koog's chief executive, yes- 
terday vowed to defend the 
territory’s exchange rate 

mo/»haiiieHi awri fnalntfliw a 

policy of fiscal discipline as 
the tmitory's stock market 
plunged to a three-year low 
on fears for the Hong Kong 
dollar. 

Hong Kong's share index 
fell almost 5 per cent to 
below the 8,000 level and 
intoest rates jumped as the 
falling yen and worries that 
China might be forced to 
devalue the renminbi shook 
oonSdeoce in the territory. 

Fears of an assault on the 
coirancy prompted a spike 
in money market intmest 
rates, with the benchmark 
three-month rate rising from 
9 prt* cent to U.S per cent 
Curmicy traders cited signs 
that ^iecolators were build' 
ing positfaos for a passible 
attack on tiie Hong Song 
dollar. 

Desmte the economic pain 
inflicted by a protracted 
period of r^ed interest 
rates, the government 
insisted It would defend the 
exchange rate, the linchpin 
of the finanoai system. "The 
detennination to defend the 
linked exchange rate has not 
changed one bit." said Mr 
Tung. “We will definitely 
protect the linked gyrhang p 
rate." 

Anxiety over the exchange 
rate meebanism was trig- 
gered by the slide in the yen 
and comments on Tuesday 
by China's centra] bank gov- 
ernor. Dai Xianglong warned 
that the falling yen was 
damaging China’s exports 
and its ability to attract for- 
eign investment 

With the prospect of a 
severe recession looming, 
the Hong Kong government 
is facing mounting political 
pressure to incr^tse public 
spending and run a budget 


HongKoag 
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defldt to bolsto: the econ- 
omy. But Mr Tung and 
senior officials yesterday 
appeared to reject interven- 
tionist st^ 

“The mechanics of our 
market are a free market 
and the govenunent will not 
intervene,” said Mr Tung. 

Ecanomists in Hnwg Kong 
believe Beijing will strive to 
fwaintfltn the value of the 
renminM. “I don’t they 
will devalue," said Huan 
QuOcaDg, TTiflTiag in g duectOT 
of Salomcm Smith Barney in 
Hong Kong. He said the ben- 
efits of de^uation would be 
limited by the risk of further 
currency falls elsewhere in 
the region, rising import 
costs and a widening trade 
surplus with the US. 

IMbr Dal's comments, how- 
ever. added to concerns 
about the slowdown in the 
mainland economy. With 
half of China's trade pegging 
through the territory, that 
increased worries about 
Hoag Koog's economic pros- 
pects and further eroded 
investor sentiment 

Stockbrokers reported 
panic selling as foreign 
mutual funds dumped 
shares. Property and bank- 
ing shares were among the 
worst hit 

Lex coRiineat Page 14 


By Peter Moolaipioa 
fa Hong Mmg 

Tumbling financial marfcate 

suggest that Dai Xiangfong. 
governor of the People's 

Bank uf fihina , was playing 
to investors* worst fears 
when be suggested on bfon- 
day *haf the sharp fell of the 
yen was having a painftil 
effect on China's ability to 
export and attract foreign 
investment 

A collapsing yen has 
always been regarded as a 
possible trigger for more eco- 
nomic ?nH finanrial instabil- 
ity in Asia, both because of 
the underlying message 
about the weakness of 
Japan's own domestic econ- 
omy because it negates 


the hanafite of devaluation 
elsewhere, raising fears of a 
fresh round assaults on 
other Asian currendes. 

Tet the effects of a weaktf 
yen are not all bad. Far from 
suggesting that the pain was 
sowing to the point where 
China would have to devalue 
its renminbi. Bdr Dai may 
have been simply hopii^ to 
exert pressore on leading 
industrial countries to *^ha 
steps to restore exchange 
market stability, said Ma 
Guonan of Salomon. Smith 
Barney. 

Regional economists say 
the sharp fall tn the ymi cre- 
ates painful problems for 
countries whleb compete 
directly with J^an in world 
export markets. South 


Korea, irith its large exports 
of steel, cars and semicon- 
ductors. Is hit jnrticularly 
hard. So is Tidwaxi, a large 
eleetronlca exporter, whi^ 
has last weak Imd fo twk* 
steps to prop op its Mgging 
sto^ market 
But China derives some 
benefits, not least because 
competition between Korea 
and «japan win drive down 
the iBtce at which it i mp orts 
steeL Aocoiding to Dong Tao 
of Credit Suisse First Bos- 
ton, Japanese foreign Invest- 
ment In Tlhlna Tww y ahrink 
by about S2fan tiiia year from 
$4.dbn in 1997. China’q 
exporfe to Japan, which 
were up 12 per cent last 
year, have risrti by only 2 
per cent this year, but the 


ft i i ' w igth of China’s exporis 
to Europe and the US sug- 
gests currency comp^tive- 
ness is not a serioos issoe. 

ft Is different for south- 
east Asia, economists say. 
because the new yen weak- 
ness seems set to ntwierminfl 
farths* tile Sow of Japanese 
diredt investment which 
was ofriginally designed to 
create cheap offehore manu- 
facturing eapaeiW for Japa- 
nese companies at a time 
iriien the yen was strong. 

Additionally, the weak yen 
is likely to lead to Anther 
contraction of . Japanese 
hawk landmg tO the TegfoU. 
Becaose Japanese banks 
have capital dmiotninated in 
yen and much re^onol lend- 
ing was in other eumauaes, 


YEN FALLOU T TAIWA N. RELATIVELY UNSCATHED. IS BEG INNING TO HAVE A BOUT OF N^ES 

Worries grow as shares fall 


^ Ijnn Tysn n Taipd 

Taipei's financial 
community now hves in tei> 
ror of the caK 

“The jote going around is 
tiiat if you say anything that 
misht have a negative effect 
on the Taiwan dollar or the 
stock market, the central 
bank wfll Invite you for a 
[corrective] cup of coffee," 
says an economist 

For the central bank, the 
plummeting cuirrticy, whldi 
touched an ll-year low yes- 
terday, and falling share 
prices are no lau^iing mat- 
ter. The authorities are des- 
perately wonied that detar- 
lorating share prices and 
confidence could send the 
island’s economy Into a tall- 
spin. and are convinced that 
the messengers are part of 
the problem. 

Since the Asun financial 
crisis b^ian nearly a year 
ago. Taiwtm had escaped rel- 
atively unscathed. But fears 
are growing that thfe time 
around Ibiwan may not be 
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so lucky, if only due to exter- 
nal rather *hain lu tginal f ju ff. 
tma. 

Paul Chiu, the finance 
minister, appealed for calm 
yesterday as the Taiwan dol^ 
lar, driven by falls in the 
Japanese yen, fell heavily, 
breaking through the key 
p^chok^ical barrirt of TS35 
to' the US dollar. 

Panic selling foelled by 
fears over Asia’s wmsening 


economic outlook sent the 
stock maiket down 31 per 
cent to a seven-month low. 

"The fundamentals in the 
stock market are good," Ur 
Chhi 

Taiwan’s economic funda- 
mentals remain far stronger 
tiian its neighbours', but 
signs are emeigirig of an eco- 
nomic slowdown. Exports 
are down sharply this year 
and sales at some pi ertYriT iieB 
companies have slipped in 
recent months. 

If the central bank and the 
government cannot stabilise 
the sitaatian. it could sp^ 
capital flight, economists 
said. But most economists 
are still predicting Taiwan 
will have 4-6 pm* cent eco- 
nomic growth this year, a far 
cry from the negative 
growth rates expected across 
most (g Asia. 

The health of the stock 
market is crudaL because 
weak share prices will 
undermine domestic con- 
sumptioo, whkh in turn will 
slam eccmomlc growth. The 


exchange rate is now in line 
with forecasts made by 
many >M>nkc arid brokerages 
last year ~ some of which 
were severely reprimanded 
by the central bank for 
"speculating" on the future 
directian of the cunency. 

A series of stimolus mea 
sures taken by monetary 
authorities over the last 
week to ^op up share prices 
has failed, as the retail 
Investors that dominate 
share trading were qiooked 
by the central bank's feilure 
to defend the cunwocy. 

"The biggest problem is 
that people have lost all con- 
fidence in the central bank," 
said (me ecooomisL ‘Tfs dif- 
ficult to read the bank’s 
mind, and the unemtainty is 
very bad for maricet senti- 
ment and Uquidi:^." 

The contagion effect is 
finally taking its toll on 
Taiwan, previoasly seen as 
insulated from Urn region’s 
economic woes, as Japan's 
economic piuspecls deterio- 
rate. 
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Hellmic industrial Development BarA SA (ETBA) 

MVmTION FOR EXPRESSIONS OF MTEReST M ACOmaMO HAUQS 
SMPYARD COMPLEX 
HEUENIC IMTU&nnAL DEVELCX>iyENT BANK SA (haraallar ealMd ETBA). 
wnci> s tocattd bi Anns nr, Syngrau AMnua), Mb al a whcWar W SHIPYARDS 
OF GREECE SA. owner el the HALMS SHIPYARD eeiio>n (herMiv caM Ihe 
SHIPVARD). wNch a tocatad in Vie dBKt el UuH AvMes ef the Ptevinoe of Ewin. 
lUB enoaoed KANTOR CAPITAL SA aa Ptaenaoi Advser ler Vk sole ol Vie And 
aesels oi «« HAlXIS SHtPYAPO coBifiw. ETB\ xhno under Vw tameweik el the 
GevemmenTs PnvaaoDm Pobey and toAciwMig deoaton niMber 4aAa.7.lS97 ol 
ETBA's Beeid ol DnctM, oecoion dated 7 tO 1997 ol the etfl ao rt e ia y General 
Shvehelders' MeeMQ el SHIPYARDS OP GREECE SA, and oemWne id dariVon 
daad 19.121997 etino liuw-MoBieiiol Ccnwmoi el Dci inmiri i rai lun 
Mvrre 

i ntew sa dpataoeteeMeesihw iH ure u bir iJuVlSWandieeubnVtawneBnnon. 
taSng ooprasBon W nUfoat m aoetMei ttw Rued esaaB el Ita HALMS SHtPYARO 
conWBK 

BrM Description of ths Hxad Assets to be Sold 

The halKIS SHIPYARO cerviM ie toeaied at VMm AvUos, c>om n Vie erty el 
HaRus. in the northwestern pen ol Enerioe Bay The SHIPYARD Ib eopabH el npein 
and immatiom el snpi with d is pl aie ine nis ei up to esnOO DWT, as wal ea el Ihe 
catMuewn el iMdum end anwU MM vessela 

The SHIPYAff) teiMS nctoda ne taAMina: 
a. aBieicVitoidelMpiB3dmalBly430S(Xlaoia 

Ol laiidinBS(nMWhiSanfl.waieheusae.p>Mlior u .BiachneahopAetoelplaii 
mfl. eaiii e M i Wop ato.) c.i. »i ta.500 eom. Wpn Mn a w i y . 
e. aVeeenpieydDefcOWtklwMiaeopaaiyarvaooODwr. 
d. Pso&ngnmlEVRWOSlwiinalll^eapMayelfODlpinet. 

» two cranes wUhehoMiecwMiret SB tonttoSoaOi and tveamaBer 

cranes. 

t two laghcals (TMamen and Letoofs). 

9. iM chuaah BpOTtioBnQinBinaetBneryandinaehineivterethBr 
wdri W icpt. moMSe meetuiawy aito Bai upu n wTMea. 
h uMstruemndtaBMes. 

The SHPVARD taeSHs WBW Msad by SHPYAHOS OF GREECE SA to AVUS 
SHWYAROS SA (LEIAKB of (Sempeniast nPaly ler an S ywoc Mrni. untt 
>21.1997. aeeeMng IQ me nrdal eontoel dated 13.1. 19B9 Ml) a 1 * 01 * ol a Mo year 
etoa nsia n. Tbt lanani a »ec Bii scl Ns HoN ol acHiwian tor two ( 2 ) eddHWrwl yean 
unU 12.1 1999. 

Tr«lleatv >0 dry dock AVUS (DO AVUSI. loeawd id and opsnbng n he McMw oi 
me SHI^ARO. wfll a td 48,000 DWT, a nel (ncMad r he eeaeto to be 
sou. nP AVUS • beho sold threugh 0 pMalel lenderins pneess (accendno IB Ail 
sea ol the Act el Law iSSOVO eeded by Ait u el the Act ol Law 8000191, as N 
asrenily star^ adnwuiered by ETBA RNANCE SA. aeons AS a special IkMdalor 
on behM to he nww compwiy HEORICM SHIPYARDS OF SYR05 SA 
AddMonai HeroMBM tor Bit CeniiM 
The pBsani nmaaen tor ExpresPon ol Ineresl «• be MmM by B Call tor TendsiB 
(IQ be putiWNd A me sam newaoapenl) In me comad ol MINI Mawtod Miyan 
may subrtiv Dbxfino ollen. 

(krai dial DP AVUS B an M^aiBabla and Mifewo NatiMM ter m* ependon d 
HALKIS SHIPYARO, d a neiM DIM me Mo tendan ml to ornied out In paiaH and 
hto a| bndsig ese« wS to a e e apied otoy tram bidd ar a parttopabno alee in me 
aforefflMtoned paraRel public lender (accorihno tDArL48aelttoAclefLaw 
lfi9£V0 added tqr An. 14 at me Aa cl Law ooaosi. as it eurraney stands) lor the 
sdBe)b 1 >AlVUSand bimesdeaaiNthepralorradtadderwlialielntoacmn 
me odea mat M it e wB led buWto wd sutant SI both Ttodara. lor me SHPVARD and 
let O.D AVUS 

baarestod toyeii wi to able ID receive the rdewam mtantiadon Mamonnduin aem 
me Fmanoal AdvMr. aRm aiimlno a CenAdendaMy Aoraemaid. The tmermaban 
Menwi an awiwS contain wtam ia ien on me Had assets to be oeW and ofliariBetal 
infc M i i^ ^ir ui i n wBsied buysR who wll e w taa s mw jraaresL wE hwe ac cea » me 
Data Pia ter Via SHtPYARD and wA to atae to ^ die SHIPYARD taeftano. 
toBownp advaneeanoAgements woh Ihe nnaiKWAdwsei 
E to w o eioto e» muidR wB to au ta i ato d to the tTnnnr .i d teram 
KANTOR CAPITAL S A A Ito SeMa Ave., 1M 74 Adiens. eo w K. MtogouH. I* G 
ftDBMaeiL WiT MwwM 



EOWOIIC a HNANCUU.SBrnCES SA (tornwriy GfSBt EXPORTS Sjg 

INYrTATION FOR EXPRESSIONS OF INTEREST 
IN ACQUIRING THE FLOATING ORYDOCK IVD “AVUS" 

ETBA FINANCE ECONOMIC S FINANCUU. SERVICES S.A 
estaiAahed In Alhans at 1 , Eralosthenoua SL. end taesRy lODiBaaniBd in 
Its capacity as special Dqtsdalor at NEORION SHIPYARDS OF SYROS 
SA. which owns the floating Aydock DID ‘AVUS’, in a ooen te nea with 
Oedston NaSSSfi 992 of the nraeus Court of Appeal and the proviaiara 
of article 7 of Law 2528^997 end artide 46a of Lew 1882^ 990 as 
conwidnientBdbyartideUatLaw200Qfi991 as hi force today 
INVTTB5 

Interested pantas to express their imerasi In purehatong the floating 
diydotA D/D 'AVUS' by subntitttng within 20 days Inim today, non- 
bindng expression of intarast 

Sununery data on the floaEna dock tor sale 
The (loaling dock 0/D *AVLI$~ Is situated withhi the pr e d no to of the 
Haikfs Sh^yard but is nevariheleas the pntperty of the amipaiiy 
NEORION SHtPYARQS OF SYROS SA wNch is under Iqutdalton. to 
main speoifcaSors are as fbtowK 


• Ufengcapadiy 

iSjmtons 

• Bull in 

1S7S 

• Laigth ovens (LO/L) 

iSSAmafies 

• Length along cerorai keel blocks 

tSOJlfneires 

• Wktoi overei (WOA) 

41.5 metres 

• Width, inierior 

33.5 metres 

• Hai(AK above the floor 

leAmsiies 

e Depthbetowmaasutsmemdack 

3.7 metres 

• MaflnKimdnft 

64 metres 

• ConsBuciion 

Steel 

• Bum in 

Germany 

• By 

GHH 


Data on tha eucilea lor the Mghsat bidder 

1 . Gwen the fact that ttw floahitQ dooK “A^nJS' is absolutely 
indtopansaWe to the operation ol the Halids Shipyard. It is h««by 
Gieaity stated that parilcipeilon in the auctions ihe sale of the 
fisatmg dedc D/D 'AVUS* ptesuppo eo e, on peneiiy of invaPdatfon of 
the offer, simuiianaaus participaifon in tha pwePel auction for tile sale 
ot HdWs SNpyaid. In aCfodcafing the Nupiesi Bidder, bob) diere wll 
be ccMvaluaM. 

2. An Olfeitng Memorendum has been drafied by flw Iquidakir witi) a 
detaled description of the mein feafcaes and equipment at the Prating 
dodt and any other eLtopfenentaiy WormaBoii that may be useU to 
the pniepecilvB txjyar. 

3. Praspaettvs buyers, on signing a GonfidenUaUty agreemanL may 
receive the Offering Merrarandim fram the offioes of the liquidating 
ooRmsnyi They wfl aiss have acc e ss to any other bifonnation may 
may raquIrB and be able to visit the pr owfeos of HeUde SItipyaid 
where die floating dodt is enraored. 

4. The proMdure for cendUcilng the pUaOc auction for the higheet bidder 
win be published wttMn the l^al fine limits and In the same 
new a p a pera In wWdi the p re s e nt initiBtion has appeared. 

Fbr totftef fri fa mattoL JhtaiBStodpartiasriHyeRoyfe 

ETBAFmMAICESA. f BMMtberiousJ Ifee CoRStaritiMuSeaecs. 

rWiens ffdJk Gnaoa 
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Japan sets 2000 
for terrestrial 
digital TV 


9t W alaro o to is Tol^ 

Japan will bring forward 
plans to introduce digital 
terrestrial television b; five 
jeara, to 2000, in a bid to 
catch Lg} with the US and 
UK in the race towards an 
advanced informatioa and 
entertainment society. The 
UK is introducU:^ digi^ ter- 
leetrial TV this month. 

A key guverument panel 
in Japan will publish its 
recommeadation next 
Wednesday. The findings 
win be welcomed by the gov- 
emnmat, which is keen to 
promote ihe early launch 
of terrestrial digital TV to 
stimulate tiie sagging econ- 
omy. 

Tbs estimated worUi of 
digital terrestrial TV will be 
Y35,4CKlbD <|2&Q)Q) by 2010, 
aooonllng to the Ministry of 
Posts and Telocommunica- 
tlons (HFT). Digital terres- 
trial TV is tspected to gener- 
ate emnbined Investment in 
infrastructure, equipment 
and services of Y76,l00bn 
and create more than TOOjxn 
jobs In 10 years, according to 
aoMPTstialy. 

“We want to ensure t hat 
everything is in place for 
broadcastere to start dig^ 
terrestrial TV services in 
^100," says Eiichi T anak a, 
manager of the terrestrial 
hrrari«3Btfng division in the 
MPT. 

Although it is up to the 
broadcasters themselves to 
decide vriiesi to lattodi such 
serviras, all broadcasters in 
the three mnin urban areas 


of Tedeyo. Osaka and Nagoya 
must do so by 2003, while 
those elsewhere have a dead- 
line of 2006. 

Japan is significantly 
behind tbs US and the UK in 
shifHng its terrestrial TV 
broodcastCTs over to digital 
technology, vrtdch is ejec- 
ted to transform, the stni& 
ture of the broadcasting 
industry and gmacate a wide 
ran^ of new services. 

Digital broadcasting 
broadcasters to offer 
many more channels for the 
same radio bandwidth than 
conventional anklog broad- 
casting. Japan will have 
aboat 300 pHannwlD og nffbr 
from two digital satellite 
broadcasting services by the 
year-end. 

■ The bead of Japan 
National Oil Corporation 
(JNOC), a public agency 
aSQlatrt wi& the NBnistry 
of IntematioDal Trade and 
Industry (Mti), reigned yes- 
terday after revelations that 
the corporation has bad 
loans worth Y1.4O0bD, or 98 
per cent of its capital of 
Yl,8l3bn. 

Kunio Somatsii, ebauman, 
quit to take responsibility 
for problem loans to 129 Jap- 
anese oQ eiq;iToratioa oompa- 
nles most of which were 
loffl-mn trine 

Mlti has instructed JNQC 
to come whh a restn^ 
uring programme by flutomn 
and plans to hiAd an extraor- 
dlna^ meeting tiiis weak to 
discuss whether the oil 
exploration companies will 
need to be liquidated. 


the capital-toasset ratios of 
.TapfttwM* banks, which are 
already under strain, are 
being stretched ftuther. 

The result is pressure to 
call in loans. Bankers say 
the efleet has been particu- 
laiiy strong in Hong Etong 
because of the territory's liq- 
uid loan mariceL More gener- 
ally. adjustment by Japanese 
hawtfg has been “one of the 
nidjor sources of capital flow 
instability* In Asia, says 
RfpyViiMi Taran. head of sov- 
ereign research at Salomon. 

Against thfg, ti^e benefits 
that flow fium a weaker yen 
sMMti modest One is that it 
is seen by some economists 
as a necessary prerequisite 
to any eventual recovery by 
Japan. that it will 


NEWS DIGEST 


BID TO COUHIBfi NESATIVE US IM AGES 

Clinton may hold radio 
talk show in China 

us offlclalB have suggested that Fresidafit Bill Clinton should 
take quasSons from the Chinese public In a radio talk show 
during his landmark risk to China Ails month, officials said. 

The talk show appearance, it is hoped, wrould advance 
Washington's abn of changing US peroaptions about China. 
The summit risk, which is to run from June 25 to July 3. is 
pertfy aimad at convinevig the US public that a poFicy of 
engagement toward ChinB has been justified. 

The raifio call-in slot may succeed In bringing home to 
Americans that Chnese ere "normal people leading normal 
rives.* said one officiaJ. Too often, US officiais said. CNna 
SLBnmons (mages in American minds of tha 1969 mHitaiy 
crackdown on students rYsar Uananmen Square. "China has 
mcNed on from the image of the student standing in frrtit of 
the tank,” said one US residant In Bering, referring to a 
femeus photograph from the Tiananmen Square crackdown. 

It remains undecided whether Mr Clinton will vfeit a General 
Motors plant near Shanghai. The concern is that US telavision 
riewera msy regard the fectory as a symbol of the export of 
American Jobe. James Kynge, Beijing 

INDOHSIAN LEADER ACTS 


Habibie frees Timor prisoners 

President B.J. Habibie yesterday freed 16 politicaJ prisoners, 
including 15 East Tknorese, fr)llowing his suggestion to give 
the disputed territory of East Timor a special status within 
Indonesia;. All the Timorese were jailed for holding anti- 
Indonesian demonstratiwis; seven were given an amnesty and 
eight had their charges dropped. The otiier prisoner served 
ttro for insulting former president Suharto. Mr Habibie eailier 
freed four politfeal prisoners but Amnesty international and 
other human rights groups believe about 160 are stiH in 
prison. 

Mr Habibie surprfeed his own aides on Tuesday iw saying 
E^Txtw couka be given a special status, something Mr 
Suharto had always ref^ to consider despite suggestions 
ye®'' ^ ow n fteeign minister that such a status woukS ftawft 
international pressure on Indonesia. Jakarta. Yogyakarta and 
the prwtnce rt Aceh, home to another rebeWon. have special 
stetusW fftHe more than a few privileges to distinguish 
them from ordmaiy provinces. Sender Thoenes, Jakarta 

UN OECISfON 


AcGh FGfugees judged genuine 

The ^Ked Nations concluded yesterday that the 22 Indonas. 
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economic crisis and wHi have no cho^ ^ 

be reported in Shdb 

VIETIIIAMESE COURT 


Letter of credit case stopped 

befa^ on an 
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In the first case Of its kirid in Vietnam South Kh«»*o 


keep the price of capital 
goods down for those 
repooal companies wislung 
to make new investments. 

It will also reduce the cost 
of servicing foreign debt 
denommated In yen. whirti 
amunts for between 15 and 
30 per cent of Asia’s borrow- 
iog. Indonesia in particular 
has been heavily rriianl on 
low interest yen loans from 
the Japanese government 
But few regional gorem- 
ments are likely to go as far 
as Malaysia. Fed up with 
paying off debts in a rising 
dollar, its prime minister, 
Aifaharhir Mohamod, has this 
month decided to resiune 
firesh borrowing in yen 
because the currency is soft 
and interest rates low. 
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j— CAR COMPANY TO BUILD THIRD MO DEL AT FACTORY IN SOUTH-WE ST E NG LAND CREATIN G 1^000 JOBS 


Honda to announce $ 800 m expansion 


By Hs^ Simonian 
andJohn GrfffMn 

Honda Motor, J^>an's thizd- 
biggest caxmakM:. will today 
ctmflrm plans to er pan/i xiK 
operations with a farther 
£90001 iS820ni) investment at 
its foctory in south-west 
England. 

The spending wm he for a 
third range of cars alongside 
the Civic and Acccad. Tiie 
new model, previewed at the 
recent Tokyo and Geneva 
motor shows, win be a com- 
pact hatchback pitched 
against those such as FOrd^ 


Fiesta and the Vanx- 
haH/OpeL Corsa. 

It is. CTpeeted to go into 
prodnetion early next cen- 
tury and win create abont 
1,000 jobs. It win confirm the 
UK’s status as the ibcns for 
Japanese antomotive mvest- 
znent in Europe, in of 
last Deeanba's Harfrinw by 
Toyota, whidi has aidant in 
the Bn^lsh midlands, to 
manufkcture its new 
v^cle at a greaifidd site in 
nortiiem Franca 

Honda expects to bnHd 
about lOOJXX) of the new cars 
each year. That shonld raise 


output in En gland above 
SSXifiOO a year at fan swing. 
Honda’s decision, foreshad- 
owed in late 1997, had been 
expected earlier this year. 
But file company is bdieved 
to have delayed heeanse ctf 
eooeen ovor the stesogth of 
sterling. Jtae economic crisis 
in Asia sharp ft*!! in 
Jipanese car market may 
also have prompted caution. 

Ihe investment, to be con- 
firmed in London today, wfil 
boost the government’s 
detenmnafion to ennphariM 
the UK’s conUnoing attrae-' 
tiveness for new investment. 


in 9pite e£ the strmigth of 
the pound and its de^on 
not to participate in the 
launch of the single Euro- 
pean currency. 

Daewoo, the South Eoiean 
industrial group, this year 
said it would invest in a 
joint venture with the Bir- 
mingham-hflefid- LDV vans 
group to manufocture a new 
generation of light commei^ 
cial vehicles in the UK. 
Toyota confirmed in January 
that the engines for its new 
small car would be built at 
its Deeside plant in north 
Wales, requiring a fiuther 


investment of more than 

The new Honda will be 
based on the J-Series family 
of compact vdilcles unveDed 
at the Tokyo motor show 
last October. Honda’s output 
in Ewgiawd has been rising 
Pritb the production this 
year of the new Civic station 
wagon, alongside Civic five- 
dow family hatchbacks and 
bigger Acewd saloons. Total 
output at the plant, which 
employs more than 2,400, 
should reach 130.000 this 
year. 

Plans by Nissan, tbe first 


Wary US executives 
witness new dawn 
in Northern Ireiand 

William Daley, commerce secretary, tells 
Jimmy Bums of his surprise about ‘the 
feeling we've been getting from people 
that a comer has been turned' 





T be biggest surprise for 
William Daley, the US 
commerce secretary, 
during his visit to Ncxthem 
Ireland was ’’ihe feeling 
we’ve been getting firom 
people that a comer has 
been turned”, he said yeste^ 
day. 

He was speaking at the 
end of his three-day visit cm 
the bus that, with miniminTi 
security, has been transport- 
ing him and 17 senior US 
executives around tbe 
region. 

From everyone he had 
talked to - Gerry Adams, 
Sinn president David 
Trimble, leader of the pro- 
British Ulster Unionists, Mo 
Mowlam, chief minister for 
Norths Ireland in the UK 
government and especially 
local buriness people - there 
really was an excuse to say a 
new day was dawnii^, he 
said. "Wltb the referendum, 
people finally .got tbeir say, 
and now no politician that 
wants to go bad( to the past 
is going to be able to pull it 
off. This ^ves everyone a 
tremendous confidence that 
they can take a little risk, a 
little gamble.” 

Mr Daley hopes the ve^ 
presence his wiiggjfm has 
helped reinforce the peace 
process, although he said he 
knew there were several 
potential obstacles in the 
weeks ahead, not least file 
marching season. 

The briefings and discreet 
political encounters have 
ensured a of i^itimism 
in Mr Daley’s delegation.' It 
was oi a mixture 

of businessmen sympathetic 
to all tbiwg s Irish and much 
harder nosed executives 
waadiwg to be couviuced they 
were wasting their time 
being wined and dined in 
Belfost. the Northern freland 
capitaL As Mr Daley put it 
’’some of these guys don't 
see themselves go a mercy 
missloD”. 


A shift in perception was 
exemplified in a comment 
from Henry MdQnnel, exec- 
utive vice-presidait of Pfizer, 
the US health care company: 
“If a few months ago, some- 
one bad come to me and said 
we are lookup to e^>and, 
lets talk about a location in 
Northern Ireland, I would 
have dismissed the idea 
immediately. I just didn’t 
ward: to know. I’m prepared 
to look at it now.” 

Monsanto vice-president 
Arnold Donald said: “Even 
daring the worst day of the 
Itoubles I used to say tiiere 
were less people killed in a 
day in tbe whcde of Northern 
Ireland than in Wichita, 
Kansas." 

“But you can sure feel 
people moving with a lighter 


WSam Daley (righfi and Joe MIer, mayor of Londondeny, on the wals of ttw cfiy 


Jorn Harrison 


which are to going to be 
made available here will 
compensate for a much 


step now here, and some of lower cmporate tax rate in 
thpwi have got the talent to the republic, I don’t think 


devdop file business we are 
interested tu.” 

But as Mr Daley himself 
admitted in his interview, 
not an the enquiries of tbe 
US executives tally sat- 
isfied. 

“There are still nnau- 
swer^ qnestioiw about .how 
the fiSlSm (g516m) eombadc 
package outlined by Gordm 
Brown, the UE chancellor [of 
the eitobequEsl is going to 
balance out,” be said. ‘The 
argument fiiat incentive 


has been proven to aDyoue.” 

Mr Dal^ was told by UE 
officials that the package 
was only secured after a 
great deal of wrangling with 
other UE r^jons. and that 
the exact way in iriiich tbe 
package will be distributed 
remained a subject of con- 
tinuing unresolved political 
discussion. 

But the US commerce 
dqwrtment is adding staff to 
its Belfast office in the 
expeetaticai of growth In US 


business across the regiOD in 
the comiz^ months. 

The growth is eqiected to 
be focused on software and 
hi gh technology sectors fiiat 
can draw on the icon’s 
skilled workforce. 

Id Londonderry, the sec- 
ond biggest city in NorQiezu 
Ireland. Mr Daley tcdd local 
officials: ”We will help 
develop partnerships 
between companies, commu- 
nities and universities from 
SOicon VaDey and potential 
partners in Northern 
Ireland. Yon have every- 
thing -*8iKf^n VaHey hag- a 
hi^y. educated workforce 
irith a great work ethic.” 


Agency launches three-year plan to create 10,000 jobs 


The Northern Ireland Industrial 
DevelopiTient Board yeeterdBy 
published a thr ooyoor plan 
for maximising toe investment 
potential creeted by toe peace 
process and attracting enough 
Irwestmerrt from non-UK 
companies to create 10,000 
Jobs, Jbnmy Bums writes. 

It expects a reduction in 
investment from the Asia 
Pacifle region, with the US 
offering the biggest share of 
relnvestmant and new 
investmerTt of any single 


country. ”016 change in the 
political climate arxi the 
Intemallonal focus on' 
Northern Ireland gives tite IDB 
a unique platfonu to make a 
new and powerful frnpect on 
target audiences and export 
markats,” said Alan GlUespie, 
IDB ishairman. The plan - to' 
run botwocn April 1998 arxl 
March 2001 - precficts that 
main employment growth wUI 
take place in the electrordcs 
arxl .telecoms sectors - an 
Increase of 2S per cent 


Tradeable services such as 
software and call centres are 
also expected to rise by 60 
percent 

But Mr Gillssi^ warned 
that any ‘Yeplay of toubled 
images of Nortoem Ireland 
across the world's media 
would have adverse 
impfications on these targets^. 

The lOB precficts principal 
competition will continue to 
come tiom the Republic of 
Ireland, other UK tenons and 
mainland Europe. 


• The proq;>ect of the Con- 
servatives. the biggest oppo 
sitlon party in tbe Bouse of 
Commons, voting ag^alnst 
Ip giclaHnn mipl Ampnttng the 
Northern Irelaiid peace deal 
increased yesterday after the 
UE government indicated It 
would not he able to siqipmt 
a proposed Conservative 
amendment, David W^ton 
Wittes. 

Officials said Conservative 
caJQs U« decommissiQning of 
weapons to be made a pre- 
ccmdtticm of the early release 
of paramilitary priscmers 
would require a change to 
tbe peace s^reemenl vridch 
the government has ruled 
out. Andrew Mackay, the 
Conservatives' chief North- 
ern Ireland ^pcAesinaii, said 
the party would be pressing 
for ”a dear legislative link 
between actual decommis- 
sioning taking place and 
early rdease”. 

The government’s North- 
ern Ireland Office said it 
could not eommmit on Mr 
Madays comments until it 
saw the wording of any Con- 
servative amendment. But 
officials pointed to state- 
ments by Tony Blair, the 
prime minister, ruling out 
the introduction of any new 
precmidttloDS. 


Japanese carmaker to manu- 
foeture in the UE, for its 
third model range are 
already wdl advanced. The 
company made more than 
SnUMX) cars in the UK last 
year and output should 
reach tOOfiOO when the third 
model comes on stream. 

The UE plants operated b\’ 
Honda. Nissan and Toyota 
are among the most produc- 
tive car foctories in Europe. 
The aziival of tbe Japanese 
has also given a sfa^ boost 
to the UK's components 
industr}i’, raising both sales 
and standards. 

Spending 
targets to 
be set out 
today 

By Oor PDltieal staff 

Growth in public spending is 
eqiected to be restricted to 
between 2 and 2.5 per cent a 
year in real tenns for the 
next three ireors, providing 
greats scope for infrastruc- 
ture investment than has 
been widely expected. 

Gordon Brown, the chan- 
cellor of the exchequer, is 
likely to announce the new 
ceiling tonight. 

He will also confirm that 
the annnai rouxul of Spend- 
ing n^otiations among gov- 
ernment departments is to 
be abolished for the re main , 
ing years of tbe current par- 
liamenL Barring emergen- 
cies, departments wiU be 
obliged to restrict their 
expenditure to limits 
in the next four weeks. 

Tbe conclusions of the 
government's spending 
review are scheduled to be 
announced in the first or 
second week of July. 

Mr Brown is intent on for- 
cing all departments to 
make a sha^ distinction 
between spending on capital 
projects - such as new 
schools and hospitals - and 
CDTrent e^yenditnre. 

Current spaiding for tbe 
next three years will be kept 
on a tiidit rein, he said last 
we^ and will be financed 
exclusively frum taxation , 
rather than brerowing. 

I But be also made clear bis 
' concern at what he perceives 
as under-investment by tbe 
public sector on capital pro- 
jects for the past 15 years. 

• Britam’s armed forces are 
e:q)eeted to escape relatively 
unscathed from the goveni- 
mmit's defence review, after 
Mr Brown ruled there was 
little scope for cuts beyond 
the £500m proposed by 
defence chiefo. 

George Robertson, chief 
defence minister, will be 
daiightort that Mr Btowd has 
accepted the thrust of the 
proposals contained In the 
strategic defence review, 
with only modest changes. 
Treasury officials say Mr 
Bnnm has cleared the plans 

an ann n iinpoman t mniri 

be made in eariy July. 


‘MAD COW DISEASE’ UK MINIST ER WE LCOMES UNANIMOUS BRUSSELS VO TE BUT SAYS OBSTACLES REMAIN 

Beef export ban could be lifted next montb 


By Michael Smith is Bnissels 
and Maggie ihiy hi tondw 

Britain’s European paitnera 
could back a liftii« of tbe 
ban on UE beef erqxxrts as 
soon as next month after 
European commissioners 
yesterday gave unanimous 
suppcat to a resunmtion of 
sales. Brussels officials, 
believe political approval 
could be given much quiver 
than expected even though 
Germany, the bigg est EU 
state, seems almost certain 
to vote against removiDg the 
ban until after its elections 
in September. 


In Britain, howevm', there 
is for more eaution, irith 
govemment .officials and 
form organisatiims warning 
that it could take until the 
before the UE can 
resume eiqiorts. 

Jack Cnnnmidiam. UE 
^^culture minister, said 
-yesterday that the Comznis- 
sioin's was excellatt 

news but there would be 
tough negotiatione ahead. 

"Smoe eol ations in the sro- 
posal seem unnecessary and 
cause us difficulties,” he 

3aid. 

It is believed the UE is 
(juf t ic gmed about A Commis- 


sion requirement that 
exported beef must be de- 
boned. The UE has already 
imposed a ban on sales cd 
beef bones but it does not 
bdleve an EU constraint is 
justified. 

Franz Fischler, EU agricul- 
ture emsmissioner, said Britr 
Isb beef was safe for sale 
providing strict cmiditions 
were applied.. 

Sales of meat would be 
restricted to cattle bora after 
August 1996 and aged 
between six and 80 months. 
Cattle would have to be 
killed in aigiroved slaui^zte> 
housps and “animal pass- 


ports” would be needed to 
ensure catfie were from BSE- 
herds. 

^e UK beef ban was 
imposed in March 1996 after 
British scientists found a 
potential link between BSE 
- “mad cow disease” - and a 
new variant of Creulxfoldt- 
Jakob disease, the fatal 
human brain condition. 
Before the ban. UE e^mts 
of beef amounted to more 
than £500m O820m) a year. 

The commission’s fu-hmu* 
to end the iw" will be con- 
gtoe red tomorrow by the 
DU’S InfluariHaT wtandlng ’ 

veterinary committee. The 


veterinary experts on the 
emnnittee have the aufimv 
Ity to give final approval to 
ending the ban but are 
unlikdy to use it tamonrow. 

TTiey are more likely to 
refer tbe matter to form min- 
isters after weeks or mnirtha 
of conridwatlop. 
Commission hopes for a 
to lift file ban in 
July are based on the a^- 
ment fiiat the date-based 
Is less contTovecsial 
ta<»>iti1/»a11y tlian a Blmilar 

one already agreed for 
Northern Ireland. 

liOuis le Pensee. French 
farm minis ter, said yester- 


day his country would exam- 
ine the scheme on a safety- 
first principle. 

• Tbe link between BSE 
and scrapie, the neurological 
disease in sheep, was ini- 
tially played down for fear of 
damaging form exports. UE 
government veterinarians 
told the BSE inquiry in Lon- 
don, Gantam Halkani 
writes. Reforeoces to scrapie 
meant an early report on 
BSE was not authorised for 
publication in 1987. It is 
widely believed that BSE 
em erged because of scrapie- 
infected sheep entering cat- 
tle feed. 


NEWS DIGEST 


DEVELOPING WORLD 


Independent global 
ethical standard launched 

The first indepwidentty-accredlted gk^ standarti to verity 
the ethical stance of businesses sourcing goods from the 
devdoping world will be launched today at Intrude 96. the 
intematienal trade fair m London. The standard - dubbed 
SA6000, with SA standir^ for social accountability - has been 
developed by the Council on Economic Priorities. The New 
York-based courwil is an economic research centre which 
studies companies' sociai and environmental records. 

Businesses which apply for the starxiard will be accredited 
by an independent auditor, the Swiss firm SGS-ICS, which is 
toe world’s biggest certification company. Today’s consum- 
ers care about more than price and quality." s«dd Jeff Homer, 
SGS-ICS corporate director. "They want to Imow the Kerns 
they buy are not made by children, by companies paying 
slave wages, or by orgarfisations with Imle regard for thdr 
employees' heafth and safety. We will be auditing interested 
companies to identify who does and who does not deserve 
the SA6000 mark.” K will be awarded to companies which 
meet venflable standards in areas such as child labour, forced 
labour, safety and freedom of association. The Avon cosmet- 
ics group will today be the first company to receive the 
award. Simon Buekby, London 

DIGITAL TELEVISION 

BBC starts World Cup pilot 

The BBC, the public service broadcasting corporation, wlH 
today start the world's fust terrestrial digital broadcasting ser- 
vice with a pilot channel devoted to showing World Cup soc- 
cer matches in widescreen format. The broadcasts marie the 
Introduction of a technology that will spread around the world. 
Digital tenestrial broadcasts - which can be received via con- 
ventional roof-top aerials if a household has either a digital 
television set or set-top box - will go to Spain. France, Scan- 
dinavta and the US within four years. DigKal broadcasts allow 
more channels, higher-quality sound and widescreen format 
John Gapper, London 


INFORMATION TECHNOLOGY 

Cambridge urged to ‘get wired’ 

Cambridge has Europe’s greatest concentration of expertise 
in information technology, communications and biotechned- 
ogy, but could fail to fulfil its potential unless it copes with 
development pressures, a report says today. Cambridge 
2020, product by a group of high-technology experts, 
argues that the ancient university city In eastern England can 
overcome environmental constraints on its explosive growth if 
ft becomes a "wired” city. Information and communications 
technology are advanced as a solution to the dilemma in 
CamtMidge 2020. Videoconferencing, e-mail and electionic 
data exchange allow growth to be spread over a wider area 
without creating extra car journeys. 

The authors are: Sir Alec Broers. vice-chancellor of Cam- 
bridge University; Hermarvi Hauser, entrepreneur and venture 
capitalist; David Cleevely, m^iaging director of Analysys, tele- 
convnurucations consultent, ^ two of his coHeaguW; Mar- 
ctal Echenique, professor of land use and transport stixSes at 
the university; and Peter Radley, director of marketing and 
business develo|vnent at Alcatel. Brian Groom. London 


CITY REGULATOR 

Senior director resigns 

The Financial Services Authority, the super-regulator, has lost 
a senior director a we^ after beginning to police the City of 
London. Simon Stockwell, previously head of sisveillance at 
the Securities and Futures Authority, has resigned ftom the 
PSA's complex groups efividon, whm he was one of three 
department heads. His departure comes amid signs of tension 
between staff at the authoritfes that will come under the FSA 
umbrella. SFA insiders have spoken of resentment at some 
positions handed to staff from the Bank of England, the UK 
central bank. Such tension could exacerbate concerns in the 
City over infighting between the authorities while the FSA’s 
full powers are dravim up in legislation. 

Mr Stockwell is understood to be joining Lehman Brothers, 
tiw banking group, after 12 years at the SFA The FSA said it 
was 'Very sorry” to lose Mr StockweH but K "was healthy that 
people fi^ the Industry came Into regulation [and vice 
versa]”. Jane Martinson, London 


THE ARTS 

MPs attack cu lture minister 

HES Kor BOtKeED-^ Ch'is.Sn'Bh. Chief ciyu. , 

HE NB/EZ BEkbS / 

f2£VIEiO^ y Commons select committee 
~ on the arts of placing too 

I A|^nggiigQi|i| much emphasis on "glamor^ 

“ ous and trivial matters” such 

as promoting music stars and 
rxst enough on generating 
income from tourism. In a 
scatoing appraisal of his 
stewardship of the depart- 
\ ^ culture, media and 

/ sport, the committee said Mr 
i I ^ith had not been effective 

Ij I i in negotiations with the Trea- 

llllt^V - sury. The oonunfttee 

accepted that Mr Smith’s 
■•’m department was committed to 

enhancing its influence. 

"However, a commitment is not an achievement.* But several 
MPs expressed concern that the report reflected the close- 
ness of Gwald Kaufman, the former Labour minister who 
chsurs the committee, to Peter Mandelson. the Influential min- 
ister wHh^ portfolio - whose name has been linked to Mr 
Smith's job. Liam HaHigani Ltwidon 



MONETARY POLICY RECORD OF EXPERTSMWA^MEETING REVEAJ-S JHAT G_R0UP^ BELIEVK CURRENT ACCOUNT DEFICIT WILL DEEPEN 

liiree-way split in central bank interest rate conunittee 


DsAnns JuGus: bmk dove 


By Robert CholB. 

EeoBOflilw Mb ir 

■Xiie outlook for Intoest 
lates was t&rown Into fur- 
ther confusion yesterday, 
when the minutes of the 
May ot tte mone- 

tary policy cammlttee of the 
ppwif of England, tbe US 
central bank, showed the 
voting split three ways. 

gtx menbets voted in May 
to leave rates at 7J5 par 
cart, with cam eadh voting to 
yaine and lower tbem- lASt 
^veek Ctty eeononnsts were 
soipHsed when tbe commit- 
tee voted by an as yet 
unknown ma rgi n to raise 


rates a quarter pednt 

The ndnntes also indicate 
♦hat tije committee expects 
the current account deficit 
to deepen more this year 
than most outside econo- 
mists ezpeet By the end of 
this year it eqie^ the defi- 
cit to be 2 per cent of ^nss 
donesttc product, equivalent 
to £l6bn (BbSbn) a year. The 
committee thinks this could 
hit sterling. 

Three of the eight commit- 
tee membecs changed their 
votes in a dovish dfaection 
Iretween April and May. 
wmwwg last week’s rate 
increase more s u rpri s ing . ' 

Last wee^ meeting saw 


the' committee at full 
strength for tbe first time, 
with J(dm Vlckere Joining as 
the Rank’s diief economisL 

Some analysts argued that 
the recent rihanging of votes 
bad unriemriwari the credibil- 
ity Of the committee. But 
othtfs welcoined the willing^ 
ness of members to ^hawg p 
their minds in response to 
new infonnation. 

The pound and Interest 
rate futures showed little 
reaction to the minutes. 
Staling closed higher 
against the D-Mark but 
lower a gatoaf. the dollar. 

DeAnne Julias cemented 
her r^utation'as the caD> 


mittee's leading dove, cast 
ing the first vote in fe.voar of 
lower rates sinoe the Bank 
was given indepfiidenoe last 
May. She aigued tiiat policy 
was too for this sta^ 
of tbe economic cycle. 

ynth the inflatiiaMidJasted 
Bbortpterm interest rate over 
4 per cent "there was a case 
for reducing rates now, by 25 
ba^ ixunts, to begin the 
process of moving policy 
back to a more neutral 
stance”, she argued. 

Ms Julius a^tf that the 
Bank’s May forecast showed 
Inflation below the govern- 
ment’s 2A £ier cent cent tar^ 
get for most at tiie next two 


years, consistent with a “soft 
landiz^ for the economy. 
She said the slowdown could 
be sharper, lowering infla- 
tion eqwetations and help- 
ing to subdue wages. 

She believes tbe monetary 
policy committee should not 
focus unduly on its forecast 
for to nati on two years ahead 
when setting Interest rates, 
but give full wrigdit to the 
likely path of Inflation in the 
intervening period. 

In a paper for a monetary 
policy conferttiee in Taiwan 
this weekend, Ms Julius 
argues that policy conclu- 
sions cannot be drawn mech- 
anlsticaUy from Che fo re c as t 


published by the Bank. 

At last month’s meeting. 
Willem Butter was the lone 
proponent of higher rates. 
He argued that share prices 
could rise more quickly than 
the Bank forecast assumed, 
boostiz^ consumer spending 
and investmenL 

Mr Suiter also aigued that 
the minimum wage would 
push up inflation and "there 
was not enou^ leeway in 
the outlook for there to be 
no policy response at all 
until its terms were known”. 
Other committee members 
preferred to wait for tbe 
details, althnu gti they ^reed 
ft would be inflationary. 


Mervyn King and Sir Alan 
Budd, who have be«n hawk- 
ish in recent months, with- 
drew their request for higher 
rates in May. But the min- 
utes make clear that there 
was nervousness among 
those voting to keep rates 
unchained that they might 
eventually have to rise. 

Eddie George governor of 
the Bank). Ian Plenderleith, 
David Clement! and Charles 
Goodhart all voted to k^ 
rates unchanged, as they 
had done in ApriL 


Saimiel Britian, Page 13 
Lex, Page 20 
Comnetas, Page 25 
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WORLD CUP 


GROUP A BRAZIL 2 SCOTLAND 1 


CHILE FAN FEVER 


Brazil’s luck sinks Scotland 


By Patrick Hareason and David Owen 


Brazil opened their defence of the 
Worid Cup yesto*^ with an uncon- 
vixkdDg perTormance at the Stade de 
France that contained sufficient 
quality to overcome the resistance of 
a brave, bnt TimttBd Scottish side. 

One goal from Cesar Sampalo and 
a Qwn-goal by the unfortunate 
Tommy Boyd was enough to defeat 
Scotia^ who answered with a first- 
half John Collins penalty. There was 
little in BrazQ’s play to justify the 
champions’ status as World Cup 
favourites - hut at thm sta^ of the 
tournament results, not the maimer 
of their achievement, matter most 

As for Scotland, Craig Brown’s 
men must get side of being tagged 
plucky losers, but once ag^ the 
description is apt After dominatisg 
the laA 15 minutes of the first half, 
and the early stages of the second, 
they deserved better than to lose to 
an unlucky break that produced the 
winning goal. The loss leaves them 
needing at least a win and a draw 
frmn their remaining games against 
Norway and Morocco, if not two 
mns. 

After an idiosyncratic (qiening cer- 
emony that matched the previous 
ni ght ’s parade In central Paris for its 
suzi^ artiness, the crowd was in 
boisterous mood. Even so, the rela- 
tively small numbers of fans from 
the two countries did. as some had 
feared, detract from the atmoephere. 

Fortunately. Prance 98 did not 
have to wait long for its first goal 
Just four minutes in. after Dunga's 
shot had been deflected wide for a 
comer. Cesar Sampaio met Bebeto’s 
cross at the near post to beat Lei^- 
toD with a stooping header. It was 
the early goal that Scotland desper- 
ately wanted not to concede. Any 
tension the world champions ml^t 
have felt about defending their 
crown was immediately eased, and 
they revelled in the space afforded 
by the retreating Scots. 

Hendry nearly made it 20 when be 
headed a foot wide of his own goal. 
Sampaio then aimed a looping 





Tenor of the Scots; B fw?il i w striker Bon^do leaves CoBri t i enmy tisBIng Reuter 


header of his own. By now, Brazil 
were in a relaxed, confident mood. 
Roberto Carloe. fr*^ into space on 
the left, saw his Howitzer volley 
saved by a leaping Leigtitoo. 

Then, with 20 minutes gone. Ron- 
aldo roared into life, bewitching 
three defenders on the ri^t band 
perimeter of the box before striking 
a low shot that Leighton pushed out 
The Brazilians were proving stron- 
ger in the tackle, quicker on the 


afiH more 9tere 

in danger at haing swamped. 

To tiidr credit, the men in blue 
refused to lay down before the 
advancing yellow tide, mounting 
several attacks on the b^ hour 
which kept TafEarel on hla toes, 
l^mbert Collins in Scottish 
midfield were hegiiuiing to make 
inroads, and eigiLt minutes before 
the interval Scotland were leveL Gal- 
laeher, «*>*jigiTig a finthitig tmn into 


the for corner of the box, was 
pushed by Sampaio and the Spanish 
referee. Jose Garcia-Aranda, pointed 
to the spot Collins coolly placed his 
poislty low to T^kfforel's ri^t. 

Brazil, so dominant early on, had 
only thmnselves to blame for failing 
to make their wly superiority 
count. The Scottish fans, who 
throughout had made more ‘noise 
than their Brazilian counterparts, 
could hanfly believe tl^ lude, and 
the half-time whistle was greeted by 
a throaty Celtic roar. 

Brazil emetged frvm the break 
with Leonaido in pl^ dl the 
fective Giovanni, who had surren- 
dered tracts of midfield to the Scots 
In the latter stages of the first half 
But Scotland remaiaed on 

As the clouds Harkanerf overhead, 
so did the mood of the Brazilian 
fans, none of whom could have 
expected to see. their team struggde 
a^inat the iso-i outsMars, But relief 
for the ehawipirtfiB was at Ihe 
catalyst was the arrival of Denilaon. 
Within three minutes Brazil were 
baA in front Cafit got the 

defence, his loh was saved by Leigh- 
ton, only for the ball to rtixiund into 
the net off Boyd’s ri^t shoulder. It 
was a desper ^ ly unlucky goal 

The remaining 20 minutes saw 
BrazQ slow the game down and take 
tim sting out of Scotland’s Tceia- 
tance. The final whistle was greeted 
by reliefamocg tile Brazilians, wtule 
the Scots deserved tlmir ovation. 
The crowd were left whh tlm foelisg 
that they had seen only brief 
gHrmpiggn of what RoDaldo bis 
fai^ily rated team-mates were capa- 
ble of. But three points leaves them 
in strong position In Groim A. 

Scotland, as ever, were 1^ to pon- 
der on what mi^t have been. 

Bradk Taftarel, cA, AJdair, Roberta Cartot, 
Jmlar Dohno, Ouiga, Cowr Swnpeto, nwakla, 
Okmml, HoriSfl a , Baaota. Sate Ovrnano, Za 
Roberto, Andre Cruz, Ooncatwee, 2a Carloe, 
Oerha, Leenando, niwihea Emetm. Eai mtl o, 
Dfde. 

Seofln± LeigMon, Burley, Caklerwood, Hmdry, 
Bovd. Lambert, Colins, Dally, Jaeiaton, 6al- ' 
laeba, Owia Site smhan, Geuld, a McKHw- 
Weir, ailott, T. HMteley. Wtiyle, MdOamve. 
GernrSL Bo^ OameAy. I 


Exiles 
ensure 
team feel 
at home 
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insurance 


Fifa covers supporters 
against accidental injury 


THE AFRICAN AND ASIAN CHALLENGE 


Great expectations 
but little real hope 


Simon Kuper explains why teams from 
these continents will not win this World Cup 


The Nigerians could teach 
even England’s fun-loving 
players a thing or two. After 
losii^ 5-1 to Holland lost 
week, some playecs spent 
the night cotusoling them- 
selves in an Amsterdam 
nightclub. 

Bora MUutinovic. their 
shrewd and funny coach, has 
the worst job of the World 
Cup: great expectations, 
after the team won football’s 
Olympic gold medal in 
Atlanta, but even greater 
problems realising them. 

these include a poor goal- 
keeper, injured players who 
rely on their status for a 
place in the team, a centre- 
forward - Rashidi Yekini - 
who appears past it, and 
tribal wrangles within the 
squad that must remind Mil- 
utlQOvic of his native Yugo- 
slavia. That country has also 
hammered Nigeria recently, 
and some Lagos newspapers 
are calling for the coach to 
be sacked, or even for the 
team to be brought home. 


After the death of Sard 
Abacha, Nigeria’s military 
leader, the footballers are 
contributing to a national 
air of turmmL ”1 sineerdy 
believe it Is better to lose 
friendlies than World Cup 
matches,” says MUutinovic. 
Yet this may not be 
Nigeria's World Cigi. It could 
even be the World Cup that 
destroys the popular notion 
that the Africans are getting 
better all the time. 

Perhaps the problem is 
that so many of Africa's best 
footballeis now play abroad 
that they have lost their 
common understanding on 
the pitch. The continent's 
economic and political decay 
certainly does not help. 

Ihe Cameroonians arrived 
in Prance this week without 
passports, only photoc^ies: 
not the kind of thing that 
makes for a calm camp. The 
South Africans do not want 
their World Cup pay 
reported, for fear of the 
crooks back home. Then 


again, the growth of the 
World Cup flualB to 32 teams 
this year may have let in too 
many no-hopers - induding 
for the first time five African 
tpawic nnri three Asian. 

Yet the Africans wfU ^ve 
pleasure, too. Nigmians Fln- 
idi Geoige and Nwankwo 
Kann are among the most 
soiUnsticated players in the 
World Ctqi. Patrick Mboma, 
the giant Cameronoian for- 
ward who is the top scorer 
In J^»D this year, startled a 
Dutch crowd last month, 
first putting the bafi th roug h 
Edgar Davids' legs - an act 
of supreme courage - and 
then strolling past three 
defenders. Perhaps Camer- 
oon will prove the contl- 
nent's best hope. 

If Africa wUl provide only 
some vignettes this World 
Cup. what about Asia, the 
favourite new continent of 
many football pundits? For 
now, Japan and South Korea 
should impress malzdy with 
their astonishing fitness. AB 
these teams want from 
Prance is to win a game - 
and agmnst Jamaica and 



Jupglng JiaNBiase: the squad show their sMQb in training AP 


Mexico, two more of the no- 
hopers. they could do ft. 

The Japanese player to 
watdi is Hidetoshi Nakata. 
21. the Asian footballer of 
the year. Wfth his hair dyed 
red, his disinclination to 
address elders with the 
respectful ‘son” and his 
kil^ through pass, Nakata 
is his own man. But bis 
team have trouble scaring. 

The Iranian side fssdnates 
chiefly as a political phe- 
nomenon. Too much has 
been made of their group 
matdi against the US - ”the 


mother of all games”, as 
some call it. Perhaps the 
more interesting que^on Is 
how any Iranian victories, or 
draws - or even hard-fou^t 
defeats - will play in Teh- 
ran. When the team quali- 
fied for franoe, thousands of 
women were among those 
cramming the stadium to 
welcome the players back, 
against the edicts of the 
country’s religious leaders. 

One day, as everyone says, 
an African or Asian side wlH 
probably win the Worid Ciq>. 
But ft won't be in 1998. 


Parisians may have been 
treated to surreal specta- 
cle of fibre^ass giants clad 
in Yves Saint Laurent silks 
to mark the World Cnp*s 
inangnraiioiL but in Merig* 
DSC - on the ontsUrts of 
Bordeaux - many locals are 
satisfied with a different 
kind of show. 

Ibe largest eonmmnity of 
Chileans in Fnnce is in Bor- 
deaux. No sooner had Chile 
been drawn to play their 
first mat^ there today, 
affirgrt- Italy, oit Decsober 
4 , thaw tite expatriate com- 
munis started lobbying the 
Chfieon Federation to base 
the team in the town. 

Merignae’s mayor, a 
socialist who visited Chile 
as an intamatiODal observer 
of the 1988 plebiscite, 
ap }v » TTi»art Armando Conira, 
a Chilean who came to 
France as a exile 

from Phiodief s regime, to 
head the France 98 nriwdnm. 

Conlon contacted old 
friends, sent videos and 
fazes and eventnally per^ 
spaded the Federation- The 
teem are stayin g in Merig^ 

: nec durtiv the first round, 
LChneen art eriribitions are 
I being held, and events 
I scheduled inclnde a 
! stand-up comedian. Coco 
Lagrind - Chile's favourite 
fuzuiy matt (m footiialL 

"We have no ulterior 
motives for dcring all tills,” 
says one Chilean who runs a ' 
local sports clnh. Condor 
Sudamericano. “All we i 
wanted was to have a little ! 
bit of Chiie dose to ns for 
three weeks.” Another Cfadl- I 
ean who lives in Bordeanx ! 
agrees ‘‘The pituMacc of the 
natieoal team in Moignac 
is a small way in which we 
can show our gratitude. 
'Vbty took in many many 
Chileans during Pmochet's 
regtme. They were good to 
us. Now we ean give some- 
thing hi return." 

Ex-Chllean tqp goal-seiira- 
Leooel Saudi ex. accompany- 
fsg the team, says ft is good 
for the squad's morale to be 
surrounded by fans and 
made to foel at home. It is 
understandable, he con- 
cedes, that teams like Brasil 
should be more weary of 
contact with the press and 
fans, but for C^e it is 
Inspiring that people who 
live so for away from home 
want to root for the lads. 

As Chile's players held 
their final press conforaice 
before lock-ofi, a group of 30 
Chileans wrapped in red 
Bags gathered outside their 
hotel in Herignae, banging a 
dram and aingisg terrace 
diants they have protably 
not sung in 20 years. 

"Are they Chileen hooll- 
gans?” asked an Italian 
Journalist. As if to prove 
him wrung, a Renault with 
local number plates pulled 
up, and ont Jumped some 
more middle-aged men in 
Chilean strip- IBey had got 
off work early, becanse in 
Merignae at least, it is 
understood that this is a 
speedai occasion. 
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IN BRIEF 


Pneumonia rules out Ravanelii 


The HaHan striker Fabrizio Ravanelii has had to withdraw from 
his countiy*8 squad after it was discovered he had contracted 
pneumonia. He will be replaced by Ihe P^ma striker Enrico 
Chiesa, who has been training with the squad since an iniury to 
Alessandro Dal Ptaro threatened the Juventus striker’s 
participation hi the toumamenL 
Ravanelii. who moved to Olympique Marseilles last year after 
a luittdant sMSon wWi Middesbrough, was not expected to 
figure in coach Cesare Maldinfs starting Kne-up. but was 
regarded as a useful phyweel prasanoe in the Italian squad, 
given the fragile nature of both Dal Piero and RobeM Baggio. 
Chiesa is a very different style of pisyer. who will give Maidini 
pierty of pace, but IttUe str en gth or aerial ability up front 
Del Ptero win miss Italy's opening dash against Chile today, 
but is expected to recover in time for his side's second game 
agdnst Cameroon. Maidini wilt almost certainly start w'eth 
Christian Viart and Baggk> leading the attack: Peter Aspden 

• South African reserve goeJkeaper Andre Arendse is out of 
the tournament after an operatian on his left knee, which was 
injured in training on Monday. His place goes to F^l Evans. 
PHEppe Troussler, the South African national coach, is 
meen^ile eopected to move to English dub Sheffield 
Wednesd^ after the World Ctg). 

• BalgiBn defender Gordan Vidovic is doubtful for Saturday’s 
match aganst Holland, arxf Yugoslav striker Dejan Savicevk: for 
his team's oparvng game wfth Iran on Sunday, hweausw of 
k^ucy. 

• Tldcet touts were said to be demanding up to FFr15,000 
($2,500) for seats at yestenlay’s opening game. Some 1,100 
BraziliBnIaTB discovered that they had been vicQms of a ficket 
scam, when the match tickets 1h^ had bought turned out not 
to exist 

• Braril's early god against Scotland cost Engfish 
spread-betting company Sporting Index £25,000: the company 
had been banking on no gcals being scored for the first 36 
minutee. 

• Two Argenttoe ruling party senators are calling for 
Paraguayan captain Joee Luis Chilavert to be declared persona 
non grate in ttie country, after he allegedly suggested on 
Japanese televisksn how Japan should tackle the side in their 
Group H clash on June 14. 


TODAY’S GAMES 


Marceia Mora y Araujo 


• ITALY V CHUB, 17-30", BORDEAUX, GROUPS. A chdwe 

for ChEean striker Marceto Salas to shkie alone, as Italy - the 
group fovourites but notorious alow starters - take to the field 
wtthout injured striker Alessandro Del Piero. 

• CAMEROON V AUSTRIA, 21410^ TOULOUSE, GROUP & 

Cameroon are not the force they were In 1990, when they beet 
reigning champions ArgerrUna in their opening game but 
Austria wiU do wen to hold them in this dash of the oroop 
itederdogs. " ^ 

*Loc8f kfofr-off times (GMT *2 his) One hour eariier ki Ute LffC 


GROUP TABLES — — • 

wm O* . 

GRpWA ®pUPB n^g^es GHOUPC n^games GROUPO netigames GROUPE nsxtgames 6R0UPF nextgames GflOUPS nextnaw sioijp H liert'o^ Bctem- 

tevCM MtetevOMnim ~ iMtiteivBadi T wte dvte Bteav-nte dsatevtem 

1 1 0 0 •. 1 3 Way t6 30 Bordeu tonvnw 1GJ0 Lm Monow 1330 s^im^ imb \jtn MbM 1&S0 0rai 1T17 ftfwfci Banflf t3^3P 

Ntom 5 CaMMavtan teMiSteMriei Spihivaprti Mtelaali v Brigiin Geaw*BB iMteYteJtee ^nicivGtMSi J 

iMMar ...... - •xhraiN — — Toueuse tansiwakoo Htein eMniwisxi tes atewsom site UterShM ree uewwisao SMrZ&m 


THE NUMBERS GAME 


—-—3 smaipigs. 
3 pmbUb 
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I Unruly behaviour by drunken 

supporters (leffi h8S dready hit 
the World Cup headllnas. so ft 
may be comforting for more 
peaceable spectators to know 
tSatS^ are insured against 
accidanta! iniiiiy. while they are 
inside the stadium at least. 
Although it has not gone out of 
its way to adwbse the fact. 

Pita has bought insurance for 
aH 2.5m tickot holders. “We 
had no odigatian to do so. but 
you can do good things without 
making them pubfic,”.says an 

official. One Insider, however, has 

not printing details on the reverse side of 

nrartoelri Genrany, where the country s footban assocra^ 

fte kiterrurtlond rnatches. Suppo^ couto^encouraged to 

make feWs claims K they knew of the coverage. 

Tha personal accident policy 

SPrtOOJXIO ($67,500) for disabiirty and SFr15,000 for death. 

There is legal expanses cover far thcte vrantingt^^ 

assailants through the court system. The total payout for a 
single Incident is limited to SFV7.5m. 

The insurer UTKlerwifting the poIicv*sAIbin^ a 

Hamburg-based subsidiary of Guardian 

Fite'S oenerasfty should not be over-estimated It is thougm to 
I have paid a premium ol only foout SPreoflOO for tl« spect^ 
kisurenca. » part of a much bigger package covering potential 
ravanue lo ss and othar liabilities totalling SFr630m. 

Christopher Adams 
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THE ARTS 


INDEPENDENT^FILM AT ITS BEST^ 

Hot gospeUing where 
movies seldom reach 


Nigel Andrews on an 

Inspired performance 

by Robert Duvall 

Robert Duvall plays all three 
members of the HoUinRood trinity 
in bringing The Apostle to the 
screen. He fathered the project as 
director. He begat himself in form 
incarnate to play the title cbarao- 
ter. And he moved thrnug'h it as 
screenwriter, that spookUy vague 
but all-empowering function that 
is Tinseltown's answer to the 
Holy Ghost 

The result is a marvel 
descended from Heaven. Duvall 
sets the film in a part of America 
most movies seldom reach: the 
rural boondocks and backwatem, 
where there are no fiveetar hotels 
to put up pampered stars 
their hairdressers. (This star of 
course doesn't need one). And if 
God exists He must have touched 
Duvall the performer, in imperi- 
ous form as the hot gospeller flee- 
ing to Louisiana alter donking his 
wife’s lover, perhaps fatally, with 
a baseball bat 

The actor scoops up the movie 
and carries it singlehanded into 
its man-on-the-run format. This 
lay preacher is clearly a little 
crac^. He gets out of his car to 
pray for dire^on at a crossroads. 
He baptises himself in a river, to 
the astonishment of a black man 
angling for catfish. And when he 
finds a small town to his liking he 
sets out to buUd a church, even 
though his bid to fire iqt fund- 
givers by preaching on local radio 
must first overcome the station's 
Tay before you pray" deaL 

We expect an Elmer Gantry 
ddoouement Surely this man will 
be filTninally imfr nnkpd ~ exposed 

as a fraudster - loc^ before we 
leave the multiples-of-woTShip? 

But Duvall never makes things 
so easy. He gives his prot^nist 
too complex an inner life. Ehren 
when alone, this man whirs with 
the cogwheels of distraught 
thought and zeal, little hymn- 
snatches, throwaway prayers 
("Ah lav yer, Lawd, but ah'm mad 
at youl"). txny jigs of triumph or 
anger. And in i^lic he is unstop- 
pable. whether joining the chant- 


ing hoop-la of a "tag-team preach- 
ing" session - where two or three 
evangelists gather under a tent to 
rant in relay - or taritUng a trou- 
blemaker (Billy Bob Thornton) 
who threatens to destroy his 
church. Duvall first administers 
fists to him, then lays a Bible 
grandfloquently in the path of the 
man’s buUdoeer. 

A movie like. foU of lifeV 
untidy contradictions, is hardly 
ruined by loose ends. Bven so, 
there are signs that Duvall cared ' 
less about other diaraciets than 


the APOSTLE 

Robert DiivaO 


A THOUSAND ACRES 

Jocelyn Mooriwuse 


THE GRASS HARP 

Chailes MatBiau 


THE BIG SWAP 
Nian Jolmsofl 


STIFF UPPER UPS 

Gary Sinyor 

lihE S WITH M 
FEET 

Robert Bangiira 


his own. Where does Tbomton go 
after his miracle conversion? (We 
never see him in church). And 
though Miranda Richardson does 
a nice southem-lflting, skewed- 
beauty turn as Duvall's new 
courting object, she too drops 
abruptly from the picture. 

Like a man running a debut 
marathon, perhaps Duvall faltered 
in the final straight But it hardly 
takes away from the achievement 
as a whole. What is good is very 
good. What is cn^ellent is among 
die best that modem American 
indep^dent cinema can produce. 
★ 

We stay in the sticks for The 
Grass Harp and A Thousand 
Acres, two veisians of American 
pastoral drawn from dead-uhlte- 
male literature. Wh^t the late 


Truman Capote is doing in 
response to the first movie may be 
minor - a fidget or two in the 
grave - compared to the spins 
Shake^teare must be performing 
at the tbonght of Jason Robards 
as a stormblown Illinois Lear. 
Having dispossessed himself of his 
form, he divides his time between 
battling dau^ters Jessica Lange 
(Gonerfl). MicheUe Pfeiffer 
(R^an) and Jminifor Jason 
(Cordelia) and shadow-boxing 
with his BanUc prototype. 

The play's reworking was done 
in a Pulitzer foize-winning novel 
by Jane Smiley before becoming 
what bookjackets call "a major 
motian ptcture.'* Tliis one is so 
major that yon want to throttle it 
at birth. As the Antipodean team 
of director Jocelyn Moorhouse 
(JEoa To Make An American 
Quffr) and scroenwriter Laura 
Jones iPortrait Of A Lad^ bmit 
out their imitative tattoo of the 
big scenes - Cordelia's expulsion, 
the storm, the sisters' mmnwy of 
child abuM (all right they added 
that) - the Shn becomes as lou^ 
hollow and imvaried as a drum. 

Every Lange scene is a crying 
jag. Every PfeifOn* scene is a les- 
son in hold-back-the-pain gutsi- 
ness. And if I ten you that the 
most memorable character is the 
tractor you will think lam jcdong: 

The Grass Harp Is Tnarginaiiy 
better. The style is Southern Pre- 
ciosity, as piano music wafts 
across the moss-bung countryside 
bringing fair weather, birdsong 
and wistful voice-overs. 

Piper Laurie trills sweetly as 
the free-spirited sister of Sissy 
Spacek, vdio played her dau^ter 
in Carrie but has grown ig) ro 
that she is now a bespectacled 
southern prude. Walter Matthau, 
as a crusty Jovelora Judge, acts 
his heart out for his director scat 
Charles. And why deny yourself 
Mary Steenborgen as a hot gospel- 
ler, Jack Lemmon as a sleazy 
businessman and Roddy McDow- 
ell as a coiffeur? The ffitn is 
not much more than stars doing 
shtick. But even that beats A 

Thousand Acres. 

There are no stars in The Biff 
Swap, which cost £90.000. features 
10 unheard-of Brits and is "a 



DfeeutM, scnaflwrHer and Ms Mlghtiy cracked ley prsaeber character on the ruu Robert Duvall in The Apostle' 


major motion picture" only in the 
sense that it is a good film and a 
brave one. First-time filmmaker 
Hiall Johnson sets up an explo- 
sive premise - five couples decide 
one nl^t to partner-swap - and 
then refiuses to re tir e afl^ light- 
ing the toucbpaper. We stay close 
in on the characters' faces and 
fears ^ relationships dismtegrate. 

We 'know the main mess^ 
aheady - if you play with fire, 
don't expect the hviDg-room cur- 
tains not to go “Whoosh". But 
though the film labours its pessi- 
mism smnewbat tiiere is a bold 
honesty in its approach to the 
characters’ pain: their embar- 
rassed self-exposures (not Just 


physical) and their anxious 
attempts to disguise guilt feelings 
with convivial gung ho. 

St^ Upper lips inhabits a gent- 
!«* world where sexual fulfilment 
is reached only after croquet and 
cuaimber sandwich^. Filmmaker 
Gary Sinyor (of Leon The Pig 
Farmer) has a 90-minnte comical 
go at the Merchant Ivory style, 
throwing Prunella Scales, Samuel 
West. Georgina Cates and others 
around Edwardian England, fol- 
lowed by Italy and India. 

"I want my sexual awakening 
and I want It now," cries Cates. 
She is protesting against a world 
vriiere corsets are so tight that the 
laces must be pulled by dray- 


horses and where all the men 
seem to be Fbisterianly fixated on 
each other. The film is clumsy in 
places, funny in otheia. cheerful 
throughouL 

You need a dam to hold back 
British movies at present. The 
week's third but weakest is The 
Girl With Brains In Her Feet. 
Joanna Ward acts her heart out as 
an athletic black schoolgirl facing 
puberty, pr^nancy and a champi- 
onship sprint all in what seems 
the same week. Few others in the 
cast seem to have had any acting 
lessons at all There is much mug- 
ging. shouting and histrionic sign- 
posting in a I970s-set plot that 
seems as dated as its timeframe. 



Gating In voeM statuTK John Brdeheter (tori as the VVandsrer wOh 

HeiiB louse’s sure and stwdy Siegfried 


Strange illumination for a lavish Ring 


OP ERA ; 

RI CHARD FABMAN 

SisglInBd 

Nriherluds Opwa 

The beginning of this 
performance scored a first 
AH the theatre h^ts were 
put out, including the 
orchestral musicians’ read- 
ing li^ts, and the players 
were only able to follow the 
ctouhictor because his baton 
had been given an illumi- 
nated tip, which danced 
a round like a firefly. 

Win the idea catch on? Not 
tf orchestras have anything 
to do with it, but there were 
plenty of opera-house admin- 
istrators in Amsterdam to 
witness it. The world of 
inteTnatianal opera again 
turned out to follow the 
progress of this new Ring 
cycle, which has reached 
Siegfried. Bven the powers- 
tbat-be from tbe Royal Qpera 
in London turned up. 
althou^ there cannot be 
much chance of seeing an 
expensive new Ring at 
Covent Garden for years^ 


Of coarse, it is not neces- 
sary. to lavish as much 
money on it as the Nether- 
lands Opera has done. Bvray 
time one of the operas is per^ 
formed, part of the audito- 
rium at the Mnziektbeater 
has to be virtually re-bmlt 
'The massive architectural 
set fpeiudee rows of pubUc 
seats ban g in g from the ceil- 
ing over tbe stage, while tbe 
orchestra has come up out of 
the pit and is increasing 
encroaching over tbe thea- 
tre. At its present rate of 

crrpgnclrm thmW IS a 

the audience at Gdtierddm- 
mentng win find tinemsetves 
sitting in the midst of tbe 
violas or the trombones. 

Another unusual feature 
of thfa Dutdi Afog.bas been 
that it uses a different 
orchestra for each of tbe 
opmras. For Siegfried, it was 
tbe turn of the Rotterdam 
FbUhannonlc, which proved 
the most accompllstaed so 
for. its richer sound prcgect- 
ing directly from the floor of 
the stage. Althou^ Hartmut 
Haenchen is for from beiiig 
an Inspired Wagnerian con- 
ductor, he paced this opera 


sensibly and was careful not 
to let tbe onhestra drown 
the singers frxnn its preforen- 
tial position. 

Strangely, one of the 
results of Pierre Audi's over- 
all pim for his jnoduction is 
that It is starting to look 
more and more like a con- 
cert performance. There Is 
now barely half the stage 
left free for the singers and 
the first act of Segfried saw 


beii^ dressed as if he bad 
become a Greek Orthodox 
priest In tbe interim. Henk 
Smit’s characterful Alberich 
apparently goes to the same 
costumier, thmi gh his robes 
were yellow. Anne Qjevang’s 
Erda, looking like a member 
of tbe Addams Family, was 
vocally pvaggwa*pd and not 
always in tune. What with 
Carsten StabeU’s gian t Paf- 
ner wearing a foot-high 


Red flourescent strip lights made it 
look as if Bmnnhilde had been put to 
sleep In Amsterdam’s red-light district 


the three main performers 
huddled at the front, where 
Mime’s cave was fiunished 
with a chemistry set for 
cooking up a brew In the 
kitdim and a television that 
kept playing film of a watch- 
ing eye, presumably tbe 
Wanderer’s (one of several 
puzzling nn pnln^ mOtifo). 

John Bificbeler has g^ed 
in vocal stature since Die 
Wo/kure and bis Wanderer 
made greater Impact, despite 


sbme head-dress and Stefan 
Pangratz’s treble Woodbird 
in his Elvis Presley quiff, 
iixae was a diverse selection 
of funny headgear. 

However, for tbe first time 
in this Ring, Audi had 
worked at portraying some 
telling personal relation- 
‘sfaips, eqiecially when they 
involved Graham Clark's 
experienced Mime, here 
playing the xole as a manic 
cross between Steptoe senior 


and a vulgar rodent. 

Unfortunately, the special 
effects laigely flopped: the 
dragon only appeared as for 
as its eyes (a couple of spot- 
lights) and the magic Eire 
has been reduced to rows of 
red fluorescent strip li^ts, 
which made it lo^ as if 
BrOnnhilde had been put to 
sleep in Amsterdam’s 
red-liifot districL As her rest^ 
ing-place was hidden behind 
the orchestra, a bospita] trol- 
ley conveyed her down to 
the front of the stage for the 
awakening scene. 

The central couple had 
mixed fortunes. Heinz 
Kruse’s sure and steady 
Siegfried never let the audi- 
ence down, but he Jiardly 
bothers to act tbe young 
hero. The Brunnhilde that 
he awiAe was Jeannine Alt- , 
meyer, a more alluring pros- i 
pect to find on a mountain- 
top than most, but some of 
tbie noises that issued from 
her throat were a long way 
from tbe sound of music. To 
judge from the final squawk ' 
that did duty for a top C. it 
ml^t have been a mercy to 
let her sleep on. 


MUSIC IN LONDON 

Piquant 

Franco 

Russian 

evening 

with 

Gergiev 

The ubiguilous conductor 
Valer>' Gergiev, admired 
eveiywbnv in Russian 
music and some familiar 
western classics, proposed 
something outside that 
range with tbe 
Philliaraionia on Sunday. It 
was a piquant 

Franco-Russian programme: 
Ravel’s orchestral vision of 
Mussorgsky's solo-piano 
Piemres/rom on Erhibuton. 
and Stravinsky’s third ballet 
designed for Dla^ilev's 
Parisian aadteners, h' Slocrr 
drt prmtrmps. 

When Li> Saerv du 
prin/emps was still new and 
alarming, one English critic 
accused Stravinsky of 
treating his orchestra as 
nothing but a "giant rattle**. 
Nowadays we don’t bear the 
rhythms as so domineering. 
Central, to be sure - but 
along with tbe obsessive 
chanls, the pungent 
bannonics and the 
unerringly imagined 
orchestral colours that 
I clothe them: and beneath all 
I that, Stravinsky’s steely 
' grasp of timiag and 
I proportions. 

I Somehow Gergiev took us 
back to the "giant rattle" 

I way of hearing Le Socre. The 
' rh^ms were taut and 
hard, and insistently loud: 

I in tbe last sections of Part 1. ‘ 
the percussion drowned ont 
everything else. The 
orchestral balance was 
hit-or-miss, occasionally so 
muddy that miucipal motifs 
sank Inaudibly into IL 
Inspired details that, say. 
Boulez makes strike home 
often went for nothing here. 

It all sounded too simple, 
if intermittently exciting. 
Gergiev’s charisma goes a 
long way. of coarse, with his 
long, twitching fingers like 
an EdwanUan hypnotist’s, 
and he is strong on 
theatrical continnity - 
' though the final "Danse 
sacrale", sUghtly under 
I tempo, was less than 
thrilling: and the fange 
(unmarked) pause he took 
before Uie Last 
fUdter-and-crash sounded 
contrived and ineffective. 

He conducted from the 
score, which is unusual 
these days - most maestros 
make it a point of pride to 
have learned Le Slaav by 
heart Some other time, 
Ge^ev will do it much 
better. As for the 
Mossorgsky/Ravel, which 
sounded starved 
rebearsal-time, there was 
nothing interpretatively 
special on offer, though 
Gergiev gave it the full 
operatic (or cinematic) 
treatment: grandiose 
cadences and crescendi. 
maximum noise. 

Ravel’s subtle 
orchestration has never 
sounded less fVcnch. That 
may have been intended; but 
in that case, why not just 
use a Russian version 
instead? 

David Murray 
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BELFAST 

DANCE 

Grand Opera House 

Teh 44-1232-^1979 
The National Baltel Company 
Latvia: The Sleeping Beauty. Wffo 
the orchesha of Latvian National 
Opera and Balim: Jun 16 


BERLIN 

CONCEFfTS 
Konzerthaus 
Tat 49^209090 

• Berlin Symphony Orchestra: 
conducted by Michael Schonwandt 
in Messiaen’s ‘Turangaffla’ 
Aphony, Jun 11, 12. 13. 15 

• Berliner Symphontker: 

conducted by Stefan Malzew In 
works by Brahms and Strauss. 

With clarinet sok*t Wolfgang 
Meyer; Jun 14 

• PhUharmooteches 
Staatsorohester Stettin: conducted 
by Peler Schwartz in “Uvwpool 

Oratorio" by Paul McCartney and 

Cart Davis. With the Knebenchor 

Stettin. Chor dar (jntvensftffl Stenwi, 

Berlin (foppeila and soloists 
Kathoina Richter, Maria Wilipps. 
Christoph Rfisei and Jbrg 


Gottschiok; Jun 14 

ptinharnKMile 
Tel: 4^S0-2S48 8354 
Berlin PNIhannonlc Orchestra: 
conducted by Lorin Maazel In 
works by Strauss and Wagner; 
Jun 11 

OPERA 

Deutsche Oper 
Tat 49-3O-34384-01 
Manoru by Massenet Nm 
production con d u c ted by J91 Ifout 
in a staging by. Cesars Ueve. With 
sets by Margherita Pelli and 
costumes by Luigi Perago; 

Jun 11, 13 


bologna 

OPERA 

Teatro Comunale 
Tel: 39-S1-S29 999 
wwwjiettuno.it/bo/teelroconiunala 
Don (Sovanni: by Mozart New 

production conducted by Danleie 

(Satti in a staging by (Sanfranco de 
Bosk), with designs by Paequale 

QroasI; Jun 11, 14 


BONN 

exhibhion 

Kunebmiseun) 

Tel: 49-226-776 260 
^rti Pits: more than 40Q 

photographs by designer Karl 
Lagsffold, including portraits, 
architecture and landscapes; to 
Jul26 


BRUSSELS 

OPERA 
lja Monnaie 


77ie Turn of the Screw: by Britten. 
New production conducted by 
Antonio Pappano in a staghg by 
Kefth Warner, wlih designs by 
Stdftfmne Lazariefis. Cast includes 
Susan ChUcott and Anthony Rolte 
Johnson; Jun 14, 16 


GLYNDEBOURNE 

OPERA 

Gtyndsboione Fssiival Opera 
Tet 44-1273-ai5 000 

• Cost Fan Tutte: by Mosait New 
production by Graham Vick, 
conducted by Andrew Davis. Cast 
rnchides Alen Opie and Barbara 
Prlttoi. With the London 
PNharmonlc ^uhestra; Jtm 12 

• Katya Kabanova: by JanAfi^ 
Revival of NScolaus LsImhofTs 
production, conducted by Yakov 
Kreizberg, with designs by Tobias 
Hoheisel. Cast nciudes Amanda 
Roocroft. With the London 
Philharmonic Orchestra; Jun 11, 14 


HELSINKI 

OPERA 

Rniiish Nafional Opera 

T^:3SS-9-4V30Zl11 

Die Waiidka: revival of last year's 

cdlaboratton between 

Segerstam and (3dtz FriedrSch, vtith 

designs by Gottfried PBz; 

Jun 11, 14 


LONDON 

CONCERTS 

Darhicaff) Had 

Tek 44-171-838 8891 

London Symphony Ortttestra: 

conducted by Barnard Haitink in 

works by Mozart and Strauss: Jun 

11. 14 


WlgmoraHaB 
TeT; 44-771-935 2141 
Aaron Rosand: recital by the 
violhist of works by Beethoven. 
Bach arto Brahms, accomparded 
by Hii^ Sung; Jun 13 

DANCE 

Barbican Theatre 
Thk 44-171-638 8891 
The Royal Balleb triple bill 
oonyrising Mnette de Valois’ The 
Rake's Progress, Ashton's BIrttiday 
Offering, and a new work 
Adiley Page; Jun IS. 16 

EXHIBITIONS 
Royal Aeadenw of Arts 
70:44-171-300 5000 

• Holy Russia: Icons and the Kee 
of Moscow 1400-1600. 50 rarely 
exhibited teons lent by Russian 
museums are the centrepiece of 
this exhibition, which also jndudes 
16 manuscripts; to Jun 14 

• Summer Exhibition; held every 
year sbx» the Aradeiny’s 
foundation in 1766. the world’s 
largest opwi exhibition disple^ 
work by established painters and 
sculpkm alongside that of ycxjnger 
arxf less known artists; to 
Aug 16 

OPERA 

EngBsh National Opera, London 
Oofiseisn 

TeA 44-777-632 6300 

• Carmen: David RItoh and John 
La Bouchardidre direct a reMvaf of 
Jonaths) Miller's production, 
conducted by Noel Davies. The 
title itte is sung by SaHy Burgess: 
Jun 11, 13 

• Oo^ Ox's experim en t %vorld 
preml^ of a new opera by (3avh 
Biyara, with a libretto Blake 


Morrisem. after Jules Vemsi The 
productiw is directed by Atom 
Egoyan, with sets by Michael 
Levine and costumes by Sandy 
Powell. Cast Indudes Bonaventura 
Bottorm; Jun IS 
• Manon: by Massend. New 
productkMi by David McVicar, 
dedgned by Tarrya McCaBln. Rosa 
Marnion sings the title role and the 
conductor is Michael Uoyd; Jun 12 


MANCHESTER 
CONCERTS 
Palace Thaatra 

Tet 44-161-248 2Sm 
Opera North: Of Thee 1 Sing, by 
George Gershwia Concert 
periarmance. with Rebecca Caine 
and Kkn Criswell; Jun 13 

OPERA 

Palace Iheatra 
Tet 44-161-242 2503 
Opera North: Eugene Onegin, by 
Tchmkovd^. New proAiction 
DsTia Ibelhauptaite, conducted ^ 
Steven Sloane. The cast is led by 
Aiwyn MeKor and Pater SavidQe,* 
Jun 12 


MARTIGNY 

EimiBmoN 

Pondalion Pienra Gianadda 
mmf.tpanadttachhndexJtM 
Paul Gauguki latrospeottve: 
organised to mark the gallery’s • 
20ih anniversary. More than 100 
works have bem borrowed from 
pubHc and private collections from 
around the world; to Nov 22 


MILAN 

OPBfA 


Teatro alto &ala 
Tef; 39-2-88791 
enne.iasGalB.fnlleno.it 
Manon Lescaub by Puedni. 
Prexfuction by Uliana Cavan! 
corxfucted by Riccardo Muti; Jun 
11, IS. 16 


MUNICH 

CONCERTS 
PfAwmonie Gasteig 
Tel: 49-89-5481 8767 
Muruch Philharmonic Orchestra: 
conducted by Horst Stein In 
PRtzner’s "Vbn deutscher Seele”. 
WItft soloists Doris SoHd, Luana 
DeVol, Thomas Moser and Alfred 
Muff;Junl1.13. 15, 16 


NEW YORK 

EXHlBmON 

Matroponan Museum of Art 

Tet 1-212-8795500 
www.metnnjseum.wg 
Chaties-HorK9r6 Larmuier 
(1779-1819): around 50 pieces of 
fumttute by the French 
cabinetmaker; to Jun 14 


SAN FRANCISCO 

CONCERTS 
Davies ^R^iony HaB 
Tet 1-415-884 8000 
www.s^ynphony.org 
San Ftandsco S^iriwny 
Orchestia: conducted by Michad 
Tllson Thomas hi works by Mahler, 
inciudno Symphony Na 5. With 
mezzo sextrano Frederica von 
Stade; Jun 12. 13 


TOKYO 

CONCERT 


Suntory Hall 
Tet 87-3-3564 9999 
Yomluri Nippon Symphony 
Orchestra; conducted by Jeffrey 
Tate in Haydn’s Die Jahiieszeiten: 
Jun 11 


WASHINGTON 

EXHIBITION 
National OaDery of Art 
Tet 1-202-7374215 
www.nga.gov 

Artists and Avant-Garde Theatre in 
Paris: exhibition exploring the 
dynamic relationship between the 
visual anS performing arts which 
developed in Peris in the 1880s 
and 1890s; to Sep 7 


TV AND RADIO 

• WORLD SERVICE 
BBC World Senrice radio for 
Europe can be received (n western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN bitemattonai 
Monday to Friday, GMT: 

06.30: MOneyfine with Lou Dabbs 
1380: Business Asa 
19.30: Worid Business Today 
224X1: World Susihsss Tod^ 
Update 

• Business/Marfcet Reporta: 
05:07; 06:07; 07:07; 08:20; 0920; 
1020; 1120; 11:32; 12-20; 1320; 
14:20. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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SAMUEL BRITTAN 

ECONOMIC VIEWPOINT 


Pretence of knowledge 


The policy dilemmas of the Bank of England and the US Federal 
Reserve demonstrate how much they are in the dark 


Last week's surprise 
decision by the Bank of 
England to increase interest 
rates to 7*.-: per cent has 

generated more controversy 

than an>'thii^ It has done 
since it became 

operationally independent. 

The minutes of the May 
meeting of the Mooedary 
Policy Committee, disclosing 
a three-way split, have 
confused matters still 
(Urtber. 

Some of the criticisms of 
the Bank can be dismissed 
out of hand - for instance 
that some members of tbe 
MPC have changed their 
minds. “When the facts 
change, sir. 1 change my 
views. What do you do?” 

Nor would it be a criticism 
if the Bank had to reverse its 
decision and reduce interest 
rates later. One of the 
virtues of monetary policy is 
that it can respond quickly 
to a chan^g envinmmeDt 
Interest rates are essentially 
a price; and like many other 
prices they need to be 
Qexible - that is, to move in 
wbatev'er direction market 
forces require. 

There are however 
muddles about presentation 
and timing which still have 
to be resolved. The 
“doveish'' May Bank of 
England Inflation Report 
was clearly regarded as out 
of date by the Bank's deputy 
governor Mervyn King by 
the time he presented iL 

More seriously, the 
published minutes appear 
after a gap of six weeks - 
that is, after a farther 
meeting of the MPC has 
taken place where the 
dedsion might - as It did on 
this occasion - have gone in 
the opposite directian. As a 
result members have had to 
support in public a historical 
position which they may no 
longer hold. At tbe very 
least tbe Bank could publish 
a reasoned explanation of 
the monthly deddon soon 


after it has been taken, 
leaving tbe details to the foil 
minutes. 

More important than these 
presentational points are 
some basic arguments which 
are highly relevant to 
forthcoming dedslons by tbe 
US Federal Reserve and by 
I the embryonic Eurcqjean 
I Central Bank, as well as to 
British monetary policy. One 
' key issue is whether a 
central bank should, in 
pursuit of tow inflation, go 
maiiUy by price data or 
whether it should take into 
account real economic 
activity. 

Ihe issue has been well 
posed in relation to Fed - 
policy by two US 
economists. Martin Feldstein 
and Paul Krugman. CThe two 
may differ in politics, but 
feldstein was Knigman’s 


What matters is 


not just pay 
increases but if 


employers can 
pass them on 


mentor and remains tbe 
Republican whom he most 
respects.) 

The Krugman view, stat^ 
in the Flnandal Times on 
this on June 3. is that 
tbe Fed bflfl alreedy delayed 
raising interest rates too 
long. US unemployment is 
already well below its 
sustainable level and outpat 
is growing at a rate vriiich is 
reducing tbe capacity gap 
stiO further. The Feldstein 
view, expressed in the Wall 
Street Jounial on IS, Is 
that tbe Fed should ‘‘wait for 
dear evidence that 
consomer prices are rising*' 
and it should avoid boosting 
intoest rates simidy because 
of ti ghfpniTig labour maikets 
and tnereasing real activity. 

Prof Krugman's fire Is 


directed.at'^New 
exponoits vrtijobdieve that 
the US has stumbled cqion 
the secret of RQdd 
intlationfoee growth and 
that past ejiperienoe is no 
longer relevant You do not 
have to believe any of this 
triumphalism to side with 
prof Feldstein. Tbe Fed 
^^haintuuij Alan (Jreenspan, 
is not a New Ager and yet 
his characteristically 
Delphic testimony appears to 
me nearer to Prof Fddstdn 
than to Prof Krugman. 

The latter is rt^t that 
there is indeed a rate of 
c^madty utilisation and 
unemployment which is 
likely to lead, if unchecked, . 
to accelerating Infiation. 

And there is a rate of growth 
which wtU squeeze tbe 
capadty g^i stiH forther. 

But these rates are not 
constants of the universe 
and most attempts to 
estimate them ezrdMdy what 
the Austro-Biitish 
economist, Friederich 
Hayek, caDed in his Nobel 
, Prize address ”The ftetence 
I of Knowledge". They do not 
provide a basis for 
' deliberately slowing down 
economic growth when, as 
in the US at present there is 
no sig n of Inflatinn and 
when tbme are deflatiosaxy 
elements in tbe wider 
international eemomy. 

The British data are 
different fiom the American. 
They do not show USatyle 
rates of productivity growth; 

anil TinAftri yiti g rnflaWnn ia 

not as good. Stertii^ has 
fallen by more tiian the 
Bank ezpected and the MPC 
was obviously sbodted by 
the rise in tbe 
index trtildi appeared after 
the newly published 

Those ctf US who argued 
that the Bank had to tafcg 
Into account tbe 
overshooting of sterling can 
hardly complain that h takes 
notice of a downward 


movement in the poun^ A 
rate of around DM2S3 is still 
too hdi^ rather than too low, 
but it is obviously lea of a 
brake on inflation than the 
rale of OM8.09 touched 
eailier in tiie year. 

It is the fixation of the 
Bank and Treasury on 

wrwwifial oni-nlng g that IS 

more wonyiog. I have 
previously pointed oat how 
reported earnings increases 
are often revised 
downwards; and official 
statisticians ai^iaroitly told 
the Bank that the &larch 
Indioes. which caused so 
much alann, reflected a 
temporary distortioa of a 

btmcbing Of hmuses and 
should unwind before very 
loz^ 

The Bxttiab economic 
establishment seoDs still 
tumble to move from over 
half a cantury of fixation 
with pay poHcy - from 
which the o bs e ssi o n with 
oamings arises. Yet what 
matters in a market 
economy is not how much 
pay has increased at any 
particular time, but whether 
employers can pass on pay 
imreasesin higher prices. IF 
they are p r eve n ted from 
doing so by low final 
demand, m* by interaational 
eompetitioa, they will have 
to accept lower maigtos. 
make more effints to 
improve productivi]^ or be 
much tcogher on pay in the 
next round. 

It would in foct be possifale 
to have a sensQAe 
compromise between the 
Krugman and Fieldstsin 
views by adopting an 
obifective. not just for 
inflation but for total 
nominal demand — in more 
homely terms a national 
cMb objective. For most 
wes tmi econ o mi e ean 

in w/«fwinaT HawianH 

averasng 5 per cent a year 

I would be sufficient to 
siQiport adequate real 

j growth with wimlmal 

Tn/1«y « ^ js tlia 

I Bank of Ezi^and'a own view. 

such an ohiective 
there ia still some safety 
catch on real egqmsiocL The 
lower the actual rate of 
inflation the hi^er the liwit* 
can be. But fiie brakes come 
on well b^3re fnfigt jo n has 
began to take off. 

’B ec ause no nna baa fairwn 

a natkxial cash objective 
serionaly. good data doimt 
exist to say what the 
hnpUcatiema are to present 
British policy. The tqqaoach 


-PERSONAL VIEW TERRENCE KEELEY 


Embarrassment of riches 


Critics might argue that the European Central Bank’s foreign exchange reserves are too 
high but the ECB should en- on the side of caution to give the euro a good start in life 


D ocs the European 
Central Bank 
hai’e too much in 
tbe way of for- 
eign exchange reserves? 
Many financial pundits 
araue that it does. Some 
even su^^cst that tbe 
“excess” sliould be used to 
pay down debt and put 
people back to woric. 

But first things first; how 
much money should Euro- 
pean central banks hold? .At 
tbe moment, tbe central 
banks that are part of the 
ECB have $3T5bD in gnld and 
foreign exchange. Is this the 
right amount? The deternu- 
nation of .an optimal level of 
reserves for any counlrv. iet 
alone for a newly formed, 
untested, multinational 
behemoth like the ECB, 
is at best an imprecise 
science. 

Iniernatiunal oversight 
organisations such as the 
International Monetary 
Fund and the Bank for Inter- 
national Settlements once 
argued that it is ad%1sable to 
retain resen'es cquitalent to 
three month.*:' worth of 
imports, perhaps more, 
depending on the xviriability 
of one's current account. By 
this standard, the ECB's -I.S 
months is more than 

enousdi. 

But imports and uneven 
demand for the currency 
pale in significance relative 
to the nature of tlfe currency 
regime. Fix your local coin 
to another through a mecha- 
nism such as a currency 
board, for example, and ytiu 
will almost certainly be 
forced to hold a huge 
amount of reserves equiva- 
lent to at least 100 per cent 
of notes in circulation. 

So tbe question is. what 
sort of currency r^ime will 
the ECB maintalD? How 
much will the euro be 
allowed to float? And how 
likely is the ECB to use its 
interest rate tools to target 
exchange rates, as opposed 
to currency intervention? 
With a collective gross 
domestic product that rivals 
the US and an economy that 
is equally insular, it seems 
likely that Europe will pur- 
sue a “dirty float” similar to 
the Americans. As the US 


Foreign excfiafigfl nssm cover 

Manttn al imprls, md 1907 






about SZOObn over what is 
needed. 

But there are compelUng 
reasons why US reserve poli- 
cies should not serve as 
guide for Europe. To begin 
uith. the dollar is the inter- 
national reserve currency. It 
will be some years, if ever, 
before the Euro-ll enjoys 
similarly privileged access to 
the global capital markets. 

That is one reason why 
Europe Kill need proportion- 
ately higher reserves than 
the US. Additionally, the dol- 
lar is backed by a respected, 
S5-year-oId central bank and 
Its supremely powerful 222- 
year-old government. The 
euro and the BCB lack the 
credibility that only time 
and 5uc«»ss with adversity 
can bring. 

So bow much of an extra 
insurance policy seems sen- 
sible? Tbe answer is “as 
much as Europeans can sen- 
sibly afford". 

IMF studies on tiie causes 
of currency crises suggest 
that the level of reserves and 
the variability of those 
reserves versus broad money 
aggregates really can make a 
difference.** So while the 
survival of the euro may 
depend on the balance of 
political and economic forces 
wi thin the Euro-11, large for- 
eign reserves would almost 
certainly play a useful rote 
in stabilising tbe external 
value on tbe margm. 

Further evidence for this 
c laim can be garnered from 
tbe forces now confronting 
Japan: based on economic 
and political fundamentals 
gJone, the yen would almost 
certainly be wmih less than 
Viso to the dollar. Given 
Japan’s $2i5bn stockpile of 
reserves, however, the yen’s 
descent towards this level 
has so far been restrained, 
buying time for the Japanese 


massive reserves, a dramatic 
reduction of Easoptan hold- 
ings bet w een now and the 
year-end, or during the 
euro's early years, seems 
imprudent 

So lots of reserves can be 
good. But how are we to 
adjudicate betwemi this ben- 
efit and others that these 
assets could promote (such 
as. for example, an employ- 
ment programme)? In short 
what is the social cost of 
holding large foreign 
reserves? 


recently nothing could have 
beau fmther from the truth. 

The Swiss National Bank 
and its overseen were last 
year browbeaten into esavim- 
ing a more sophisticated 
investment policy for its 
SSSbn in reserves. At the 
same time, the Swias central 
bank was squeezed into 
making a |6teD donation to a 
Holocaust fond and may be 
forced to pay out bilUons 
more to another humanitar- 
ian fond, depending upon 
the outcome of a pteUsidte 
to be held in the fiitare. Con- 
clusion: tf the central banks 
do not make mumph of their 
assets, you can be sure the 
pclitidaxB wSl have a go at 
them. 

Singapore, Norway, Aba 
DhabC Kuwait and a handftd 
of other countries have in 
recent yeais taken steps to 
avoid Wth an excess of 
reserves that could only 


The most usefol academic properly be designated 


literature centres on tbe 
financial costs of bolding 
reserves. Gifted financial 
engineers have advised gov^ 
ernments on debt manage- 
ment techniques, decipher- 
ing with predsion tbe best 
allocatiOD of reserves across 
a range of currency and 
fixed income asset dasses 
for dditservicing purposes. 

But no economic or politi- 
cal theortet has been able to 
shed much li^ on the qnes- 
tiou of whether, say, Span- 


"national wealth", these 
countries have established 
trans-generational invest- 
ment funds. 

Asset allacatxm for these 
funds have eschewed trea- 
sury bills to equities, oom- 
mercial property, and e vari- 
ety of credit risks. If the ECB 
wants some help in dpt-tding 
how best to look afto and 
manage its seignorage, it 
does not have for to look. 

Mae West once fomously 
mused that too much of a 


iards would be better off good thing can be wonderfoL 
with a youth eznploynent In the case of foreign 


maintains foreign resen'es of authorities to get their house 
around S60bn girded by an in order. 


additional Sffibn In gold, the 
ECB would thus seem to be 


In view of this compelling, 
real diQ)lay o£ tite v^ue of 


training scheme or an addi- 
tional $20bD in resffves. In 
short detenninlng whether 
public wealth is best 
deployed in tbe oentral 
bankh dominion or in public 

worte and debt reduction in 
the EU will remain a conten- 
tious, probably irresolvable 
debat& 

Where academicians 
absent thmnselves, experi- 
ence necessarily fills In. 
Given this, aB Emqpean cen- 
tral hanicOT would be Wise 
to ta^ note recent events 
in Switzerland. It is widely 
understood that the Swiss 
know a thing or two about 
banking. One might have 
been foiftven. ifatfefore. for 
thinking its central hank 
drinks from the fount of aB 
wisdom rdadng to reserve 
management policy and the 
optimal deploymait of pub- 
lic assets. In fact, until 


reserves, too much can help 
promote stable, extonal ooo- 
verialality - an uncontested 
public good. 

The ECB would be wise to 
err on tbe side of too mudi 
in its retained resmwes for 
the foreseeable foture. if 
only to give the euro a good 
start in Ufa. But it had also 
better produce a decent 
retnm on these assets if It 
wants to retain.a say in how 
they wSl forever be deployed 
- intolocutQie are already 
WQskmg bard to devise their 
altonative usee. 


*Lea^ng toScotoS cf Cur- 
rency Crises, IMF Working 
Paper S7-79, Kaminsky, 
Usondo arui Reinheai 


The atethor is director of 
gbrbal eeniraf tank sens k es 
at CMon Bank of Saitaer- 
bind to Neio York 


is often summarised as a 
target to ncminal gross 
domestic product -- that is 
income before 
deflat^topTlce changes. 

This been rislDg in the 
UK at around 4/A per cent a 
year - measured at factor 
costtodimisate dist or tion 
from Indirect tax dianges. 
Economic technicians 
rightly object that awH 
related measures arrive late 
and are sohjeet to extoisxve 
revialcai. The poor and 
emtic nature of tltese 
iadicatos refiecte the lack <£ 
genuine Homanfl for th*wi by 
policymators. 

If one tries to go beyemd 
the tevd of debating points, 

even nomlTial GDP )5 BOT 
quite adequate It, do 
as an objective to a large 
iwiHwawfaii economy sneh as 
the US or tile the euro zone. 
But in the UK a good deal 
the recent inoease in 
rfatnawH leaked abraed 
into imjmrt w Domestic 
ezpen^ture, ^’ch is a less 
fewUter but more relevant 
indicato, has been risisg by 
over 6 per cent. This is 
bftfi e usft the stagnation in 
manufacturing tumover has 
bees ofitot by continued 
iocTBSsee in spending on 
eervlcee. 

Estimates of domestic 
e^ieoditnre are, however, 
only avsilabie at market 
prices and have protably 
been distorted upwards by 
Indira^ tax changes. The 
impression remains that a , 
rifobt teas towards 
tigti tuning may after all be 

hi UK monetary I 
ptiUcy, so long as the effects 
OD exchange rate are not 
too ridiculously perverse. 

The same nnpresslon is 
jdven by inf1wtilv^ 
ezpeetatfons, as derived 
from tiie gap betwen 

ainH 1p ( 1PTBi1 

gilt-edged yields. The Bank's 
lugt published wiTffllatlftw 
put this at 2K per cent over 
tbe next two years, rising 
towards 3 per cent a few 
j yearsAui^ ahead. Again 
i there mi^t be a sU^it 
I upw a rd bias - titis time due 
to the presence iff a risk 
p r e mi um as well an inflatim 
prentimn in gilt-edged yields. 

Thus the Bank might - 
just - have been conect in 
its last decision, but only on 
conation that it ia swift to 
move, in either diraffson as 
mere up-todate mformation 
becomes available. 


LETTERS TO THE EDITOR 




The web cannot tr^late languages 
into a convenience industry 

rMiliira TItie th< 


pan 




Ftom ^ Keoin BendseL 

Sir, Can the curpor^ 

fimt friable translation ser^ 
vlcas on the web? The Al^^ 
web-based translation ser^ 
vice-pEai$ed lavishly by Thn 
.Ta/>kaftn ^ “How to translate 
words into cash" (April Id 
IW?) promptly rolled over 
jww! rtM right in tbe middle 
of the greatest rise in 
deoBfod to worldwide trans- 
lation services. Now we 
leato tiiat Aleph has a ‘toew 
business model” buili on 
convenient one-click soln- 
tiems awH that it is "poised 
for. success” ("Persistence 
rtanalates into snceeas", 
Jana S). IS this what the 
huatnes u ser needs? 

"Qne^ick solutions" for 
triuislation have been 


launched on the internet 
before, and have nevly 
always flopped. Most 
recently, Glohalmk, whi^ 
introduced an identical soft- 
ware pli«-ln for use wiro 
hiwwaw translation on dew- 
tops in 1996. abandoned the 
effort within a year. Why do 
international coiporate users 
of translation resist these 

services? One reason Is that 
translation entails risk: A 
manned tr ansla tion can dev- 
astate a nniltimilUon-doUw 

Investinent in an exported 
product 

Web gurus like Thn Jack- 
son "■>>» the obvioos: eom- 
znercial translatioa is nte a 
"oonveniesce” industry, it is 
a quality-driven industry 
with an enormously high 


cost of failure. This is the 
engine drlring the $32bn 
market valuation and the 
interest of venture capital- 
ists. Since few multination- 
als are willing to stake tbe 
long-term success of their 
product or their corporate 
image on a mere Aleph 
mouse click, there is no 
future in tbe nmwly test and 
convenient. Aleph has j-et to 
learn this lesson. The into 
national market absorbed it 
over a decade oga 




.tt. . 


g[evin Hendzel, 

^trector of language 

A^T International Services 

Corp. 

2009 North Htb Street, 
Arlington. VA 22201. US 


Eb^port finance key to Indonesia’s future 


Promts Albert KBOmittorL 
Sir, The rastructnrlng of 
Indoitoaia’s external debt 
ow^ to prirate creditors 
begs the question of debt 
owed to governments and 
other pnb& seetar creditors. 
TTie massive drirt r e stru c iu r - 
Ing txodertaken by Tn/innaria 
and hs public sector oedl- 
tors in 19S1-19G2 was a land- 
mark effort in that it res- 
cheduled over a SO-year 
amortisation period the 
entile stock of debt, as wdl 
as forgiving a significant 
amount of past dne interest 
- a format only recently 
acc^ted tff tiae Paris CTub 
by way of the Naples (3-7 
agreement 


Obviously, Indonema is in 
desperate need of debt reliet 
Such relief need not take tbe 
form of forgiveness. What- 
ever share of its debt is to be 
repaid wfll require a signifl - 
roni increase in its foreign 
exchange earnings. To sat- 
isfy its creditors, Indonesia 
r ptwi adopt new measures at 
tile ftariiftirt possible time to 
achieve the necessary 
inoease in axperts, the only 
source of foreign exchange: 

Devalued Rupiahs are an 
important help. For tbe lon- 
ger term, however, a 
restrncturiiig of the coun- 
try's export finance pro- 
gramme Is iff greater impor- 
tance: hufoneslaD exporters 


Albert B. Hamilton, 
vice president 
First Washington 
Associates. 

1501 Lee HUdtway. 
Arlington, 

Virginia 22209, US 


Admirable to bigjdight dangers of movmg genes 


From BG. Leonard. 

Sir, Congratnlatioss on 
your leads? "Manipulating 
the genetic debate” (June 9) 
p mntfng out the riclna rnhar . 

extl in moving genes, even 
one gene, front nne organism 
to another. The eflbets on 
other living organisms, 
Tne lndlng man^ iS exceed- 


h^ly diagnit to forecast In 
tbe event of there being 
adverse rw^ft*^*^*^"** tt will 
be virtnaUy impossible to 
discover which particular 
manipniatinn is responsiUeL 
I feet desidte your edito- 
rial, Piisce Charies has 
shown admirable public 
•spirit in bi g hU gliting this 


B.G.LeMuurd, 

The Garden House, 
Huggetts l^e. 
Eastbonnie. 

Bast Sussex BN22 OLH. 
UK 


Nnmbcr One Soatiiwaxk Bridge, Londoa S£1 9HL 
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The monopoly game 


Intel, the archetypal computer company, is mnning into some trouble - and not only 
frum the US trustbusters, says Louise Kehoe 


I t may have just been 
coinddeoce but on tbe 
same day that the US 
Federal Trade Commis- 
siou Sled antitr us t charges 
against Intel for 'toanopolls- 
tic" practices, tbe world's 
largest chlpmaker slashed 
prices on its micrapnxenois 
for use in desktop computers 
by 12^ per cent 
Tite juxtaposition was teD- 
isg for two reasons. First tt 
demonstrated the difficulties 
in applying antitrust law. 
created more than 100 years 
ago to prevent mainly indus- 
trial monopolists raising 
prices, to a aist centiuy 
high-tech business. As one 
senior Intel official put it: 
"We are hardly e monopoly 
in tiw classic sense. We cer- 
tidnly do not seem to be able 
to c ontr ol prioes.” 

Second, tbe price cuts 
were the latest sign that 
fritel, the dominant supplier 
of microprocessors to the 
Ptfsonal computer mdxntoy 
and in some ways the arche- 
typal omxqiasy of the emn- 
pnter revolution is losing its 
did apparent invincibility- fo 
recent mouths the compa- 
ny's mis-steps and adverse 
marttat forces have exposed 
its vuIneraMlities. 

The advert of the $1,000 
petsoual oomputar has been 
a pnAtem for Intel and one 
tbat, HTiUka previous cbal- 
len^B, tt has not yet been 
I able to re^wod to success- 
I friQy. The conmany was slow 
to adjust to a trend toward 
! lower avera^ prices. First 
quarter earninea were also 
depressed by a slowing of 
demand as FC znakers 
moved to "hufld to brds'” 
masulkctnring and redoced 
tlteir inventories eff compo- 
nents, including chips. 
Intel's share price has fallen 
by more than one-third since 
February, The antitrust suit 
has itodiiDg to do with ah 
this - but tt adds to tbe pres- 
sures on the company. 

It was perhaps inevitable 
tiiat Intel would lace anti- 
trust charges foflowing last 
month's action by the us 
Justice Department and 20 
state attorneys-genaral 
against Bficrosoft For more 
than a decade the ’Wintel'' 
duopoly which combines 
lOcros^'s Windows soft- 
ware with Inters mjeropro- 
cessore has ruled the PC 
worid. Li^ Mlcrt^oft, Intel 
has a mark^ share of close 
on 90 per cent Both compa- 
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nies have detractora who 
claim to have been u nfa ir ly 
harmed by the industiy lead- 
ers. Moreover, tbe FTC, 
whiffo shares respoiDSibUjly 
for co m p e tition regulation 
with the antitrust diviBkm of 
tile Justice Department was 
determined not to be out- 
shone by the Justice Dqp^- 
ment's high-profile case 
against Microeoft. 

However, the charges 
brou^ against Into by the 
PTC deal witix tiie narrow 
Issue of how Intel shares 
informatlun with its enstom- 
en in advance of launchiog 
a new miot^rocrasor prod- 
uct. In contrast Microeoft 
feces broader charges of 
attempting to extend its 
Windows monopoly by 
"tying” saler of to internet 
browser program to those of 
to dominant uperating sy^ 
tsm software. 

On the legal front, Intel 
would seem to have the 
clearer defence. The chip- 
maker acknowledges it wfQi- 
held infonnatfon and proto- 
type samples of futuire 
microprocessor products 
from customers with which 
it was having patent 
mfringement diQtoto. How- 
ever, Intel claims it bad 
evKry ri^t to do so and 
there are few prece- 
dents to suggest otherwise. 

"Even a monqpolirt may 
deal with whomever It 
chooses,” Intel axgi^ in a 
related lawsuit, dting anti- 
trust case law. 

Moreover, while Kfierosoft 
has been fighting to in 
tbe court eff public oplnicm, 
claiming that the Justice 


Department’s case repre- 
sents an attack on innova- 
tion and entrepreneurship. 
Intel has determinedly main- 
toned a lower profije. Only 
when tbe PTC nnwftgnf-^ tis 
fduuges did Intel TBsp tmri hy 
chailpngigg the opinion of 
the government agency. 
Even then, tiie company «iH 
the commission was "mis- 
taken” in to interpretatioD 
of antitrust law. 

Into has other battles to 
firitt. Its long successful 
strategy of rushing ever 
more powerflxl microproces- 
sore to market, and dropping 
prices (ff earlier vetsions of 
tto chfos to boost demand, 
has bemi thrown askew by 
tte growing popularity of 
riiaeie PCs" sellixig in the US 
for undar $1,000. 

At first, Intel denied the 
trend. Bfosi PC buyers vrauld 
continue to look for high 
P®i'formance, rather 
buying "good enourii'’ PCs 
the chipmakO' insisted. Yet 
M sales of low-cost PCs 
boomed, Intel saw its market 
share being eroded by rival 
cbqnnakers oCtofog dmer 
chips, hitei's share of the 
market for microprocessors 
^ in cheaper PCs is weU 
below Its standing in the 
PC market Worse, 
sales of low-cost PC^ are bit 
mg mto those of higher- 
Poformance manhines with 
bigger, pnffit matyino 

Belatedly. Intel launched a 
new range of lower-cost “Cel- 
won" (diips for “basic" PCs. 
The chipmto was forced to 
Pro^ce different chips for 
an mcreasiagiy segmented 
market Now it fa^lop^ 


dlffereut microprocessore for 
use in basic P(^. desktop 
PCs. mobile PCs, workstat- 
ions and servers. 

But it has yet to deliver mar- 
keting messages that differ- 
bntiate to new products. PC 
buyers, particularly in tbe 
consumer sector, are con- 
fused and tend to judge tbe 
performance of a PC based 
only on the speed of the 
(diip. They are reluctant to 
pay an "Intel prenuum”. 

The company has other 
hendaphes, Asia’s ecmomic 
problems have taken their 
tolL PC markets in Japan, 
Soutb Korea and other Asian 
countries, which together 
represent about 15 per cent 
of the world market, have 
been severely depres^ by 
local problems. 

The otiier setback for rnfai 
has been a postponement of 
to next generatkm of micro- 
processors, code-named 
Merced. Last wedr Intel said 
commercial delivery of 
Merced chips would be 
delayed by at least six 
mimths. Inafata^ of Trtalririg> 
their debut next year, 
Merced chips would be 
launched in ini d .q TO Q 

Intel's command over the 
microprocessor market is 
not in question. The ccmqia- 
ny’s huge resources - it 
plans to spend $Sbn on new 
plants and equipment and 
on resear^ and 
development thte year - will 
help it malnta^ ipar ^at 

leadership in a capital-intoi- 
sive industry. 

But there is a queetlon 
over fotel's future ftnan<»i|ti 
performance. The company's 
stores have traded recaitly 
at around $to, down 31 per 
from a la-month high of 
5102. Wall street analysts 
expect the chlpmaker to 
report earning below those 
« a year ago for tbe next 
™ree quarters. 

The FTC antitrust lawsuit 
te another setback. Although 
Rnanclal analysts do not 
^pect the lawsuit to have a 
Dig_e flect on Intel's sales or 
profits, it is a distraction the 
wmpany does not need. 

To make matters vrorse. 
ate hints from PTC 
officials that they have furw 
^ concerns about Intd's 
business practices. Their 
investigation of the chip- 
aator. which began in Sep- 
J^ber. Is continuing and 
ote chaw fUed thte week 
may be just tbe beginning. 
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foce formidable competition 
from exporters in other 
countries, not only in south- 
east Asia. Unless indcmeakm 
exporters can match the 
defend payment offers of 
their competitors, they will 
have thin order books. A 
revitalised programme to 
provide Indonesia’s export- 
ers with appropriate export 
credits, guarantees and 
insurance is essential. 
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problem (“Monsanto rebufte 
Prince Charles on genetic 
craps”. June 9). 
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Greenspan’s 

optimism 


Alan GreenQian, diairman qiq 
US Federal Resttve Boaxd, yes- 
terday gave a fairiy upbeat view 
of how the US ecoaomy is per- 
fovnuD^ But hte incttnation to 
delay monetary « p+>Anirig ts not 
irithcnit nsks. 

The testimony carried two 
clear messages. First, the perfbt^ 
mance of the US econamy over 
this economic cycle has b^n 
very impressive. Output growth 
has been above trend fbr 
years, and accelerated to an 
anniial rate of 44 per cent in the 
first quartm* of fhie year, de^te 
the efEects of the Aman crisis. 
The unemployment rate has 
come down to just 44 per cent 
Yet wage and price pressures are 
still subdned. 

Mr Green^sm attributed this 
peifbtmaoce to a cmnbtoation of 
Actors. He said that the economy 
was enjoying a "viituous cycle** 
of low ii^tion, high equity val- 
ues and Mgb investment He 
bdieves that the trmid rate of 
productivity growth has picked 
up, and that wmkforce gnt^<wng 
about Job security are keeping a 
lid (m wage pres sur e s . 

The second message was that 
tins expansiai cannot go on for- 
ever. Yes. the economy has been 
able to sustain lowo' unemploy- 
ment without higher inflaUftw 
But there is a limit to and at 
c ur r e nt levels of unenqiloymeDt 
surely the US Is very dose to It 
The question is wbetber the tran- 
sition to a more sustainable rate 
of growth can be achieved before 
price pressures start to build. 


Timor time 


In November 1986, oommeittaig 
on the UK government’s dedsion 
to sdl Hawk filter aircraft to 
Indonesia, this newspqier said 
withholding the «ig»» would rxrt 
affect President Suharto's view 
that autonomy for East Timor 
was unacceptable. That line, we 
tiKmidit ’’unllkdY to chsmg^ 
as long as he l8^ve”._ . _ 

Mr Suharto"' is still alive, 
although no longer prudent 
And so far the' line hsa not 
changed. But chawga is in the air. 

On Tuesday B J. Habibie, the 
new president, said he was ready 
to grant "special status” to tiie 
former Portuguese colony, but 
onJy on condition that Pmtugal 
and the United Nations wo^ 
recognise it as an integral part of 
Indonesia. In any case, this 
would not lead to polittcal auton- 
omy. "There is no way yuu can 
discuss that with me.* 

He announced the release 
10 Thttonse political prisoners, 
but ruled out that of Xanana 
Qnsniao, the inmrisoned goariDa 
leader, which has been urged by 
tire Btuxipean Unkm among otib^ 
era. in themselves tibese gestures 
oilier no solution to the issue, as 
tile Portuguese foreign ministiy 
was quick to pohxt out. But it is 
still s^nificant that Mr Habibie 
feels (Adiged to make fhmn. 

TnAifiogfa^ is entering a ncw eiu 
in two iwapect s . First, it has to 
take much more notice of the 
views of the tetem aUfwiai com- 
munity than in the past; and sec- 


ond, the whole record of. Bfr 
Suharto's 88-year rule Is being 
critically pMTnmed. Mr lAlnbie’s 
guvmnmenL heavily temteH with 
the Suharto l^acy, is obliged to 
make new ooncesaions to an 
angry public etnMst every day. 

Mr Suharto made many misr . 
takes, as is now geneniTly adxnit- 
_ted. But en .his actions the. I 
'farogMe aTmexatihn of 'Bast Thnor | 
hi 1975, and. the metiiods to 

held on to it wnce, are probab^ 
the least dMbnaIbl& 

No attempt to aaegtain the 
views of tide 7QQ400 inbahitaats 
has becD - allowed. Before the 
annexation the Timorese libera- 
tion Fnmt (lYetilin), which 
fsvoured indspeudeoce, appeared 
to have inajatity support. Since 
then, aU who had tiie chance to 
speak have opposed the ' 

annexation, and some 200400 
have paid wito their lives - a 
higher proportion of the popula- 
tion than died in Cambodia j 
undg P(d Pot. as an IT reader 
pointed out after the latter’s 
drath two months aga 
Now that IndonfiRta is settii^ i 
out to oonect Ifr Sohaito's mis - 1 
'takes, this one cannot be , 
n^ected. H Mr HatdbiB herpes to 
retain international stg^ort he j 
should iMease all TTmor^pcSitt | 
cal prisemers imnifi^tely. and i 
start *aTiM vrtth Mr Gusmao and ' 
other leaders, undg UN axu^Scea, 
on the terihs of a ceasefire and a 
free vote among the tenitory’s 
inhabitants. 


Trading names 


: Itom certain viewpobits, the US 
govemmeixt’s white paper on 
.mani^dng internet names and 
addresses ..might seem an 
hn pif w m ttwit. When, the preced- 
ing green paper out in Feb- 
ruary, it was criticised interna- 
tionally as consolidating 
Amolcai’s grip on the system. 
Wh^her that was ever the main- 
iasntTis debatahte but in 'the lait 
est:vei8ion,'tbe goverixmeot is at 
pains .to write Itself out of the 
and to stress the intaua- 
ttiinat of the noo pcoOt- 

iMiritig eorporatioin which is siv 
' posed to take over the system. 

In particular, a whole set of 
highly ctmtffitious iasnes is to be 
left to the new body to sort out 
These include: wltich new top 
level d n ypainn, sudl aS XOTp Of 
4tore, should be created; whether 
they ftWraiid be handed to emmiet- 
Ing, profitmaking owners; how 
r^;istrars of internet namtf 
■Should be and peihgg 

above all. who abo^ handle the 
competing of trademark 
owners and so-called “cyber^ 
quatters'* who have snitched 

thdr namWL 

There is one giant sn;^ Tte 
Clinton- administration is pub- 
licly eommitted to sheddi^ 
responsibility for the domain 
hiune s yste m, and has set a date 
• this. Septemiber to begin the pro- 
cess. To thb end, the report sa^ 

■ gasfS'lwoBdly what kind of peo^e 
tiutOd be cm the board of the 
pmr corporation, and bow it- 


should be governed; But it gives 
almost no bidicati<m of lunv the 
eozporatiim should come uto 
belDg. 

There is a vague sc^gestton 
♦Nat the hitamet Assigned Num- 
bers Authority CZANA), a largriy 
s^-appednted body which runs 
part of the system on the govenir 
menfs bdhaR should hdp with 
the transitloiL But at lea^ sooie 
Tptemet usexs see lANA as ispre-. 
seating the old-fosbioned liber- 
tarian towHeney . and:wonld p!i» 
to see tim n^.body run along 
commercial and account- 
able lines. 

Hie here is fragmenta- 
tion: that the US goveran^t, 
in its efforts to disen- 
gage itseR should sWF walk 
away. This would create the risk 
of the system bring hgacked I 7 
interested pressure groups. It 
^ronld also run coiTUtwr to tbe 
ggyerpmait’s stated. aim.of adx* 
jpirfng a stable transition to the 
private sector. 

In ofhjsr words, vAiat seems at 
first gi girt 'an eminently reason- 
able set of proposals will not 
as H stands. Hie report cem- 
lures up the pioepect of an liita> 
body benignly running 

the system for the benefit of its 

users woridwide.' But to create 
that body, the government is 

going to have to bang some heeds 

tegether. And It is go^ to have 

to taiile some of flue mm® con- 
tentious issues in the meantime 
liheitornot 
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These are reasons to eqiect tiie 
econozny to slow in the 
future. The .Arian erfame is cer- 
tainly having an cm the 

manufacturing, sector, where 
enmloyment is now Bud- 

get surpluses wifi help to take 
the steam out al the flenrwvmy 
And lower inflation automati- 
cally means a dsflatiooaiy rise in 
real interest rataa 
But the domastie economy eoa- 
tinues to grow at a rapid rate. 
There are signs, as yet veiy ten- 
tative. that wage g i u wdi is pick- 
ing up. Mote wreiyin^, produc- 
tivity growth in the Wr«t quarter 
of this year was only 02 per cent. 
The proQiect of a slowdown in 
produettvi^, just as wages start 
to rise, is a very wurrying one. 

■Atthongh he did not say so In 
his testimeny, it could be tbm Mr 
Oreea^an is wonted that a rise 
in tntmest rates could trigger a 
ten In tbe US stodc market, a 
forthar weakening of tbe yen, a 
warsening In the Asian crisis - 
cr any eombination of the' three. 
These would all be legitimate 
concerns, but the risk of allowlzig 
a wsgeprice sptraLto set in must 
suzriy be as gnat 
bfr Greenspan concluded by 
saying that the Fed was waitlDg 
to see if recent increases in cost 
pressures persisL But once fri^- 
tionary show up, it 

be too late. That the US econoniy 
tmg put in a remarkri^ pexlbr- 
maooeof lateis asdemable but | 
h may take a rate rise to 1 
allow thia perfotmance to be I 
sustained. 
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Can Japan reflate? 

John Plender looks at whether the Hashimoto government can boost 
domestic demand and stabilise Asia’s economies by fiscal expansion 


A S the world's biggest 
creditor country. 
Japan should be 
uniquely equipped to 
hrip the rest of Asia recover from 
its eurraiciy and ftnaririfli crises. 

TwatenA the yap jg phrwimeitiwg 
againa t Ifia doOar, Ihrwwtawiwg tO 

pred|dtate a new round of deval- 
uations the To giren 
This week’s speailetion about 
the ftzture of Term Credit 
Bank ot Japan raises the qieetre- 
of further turmoU in Japanese 
fiatifrlTig lUftawftma fwwtteaaa coq. 

fidence is collapsing. Is thmu 
nothing ilapan can do to escape 
I economic stagnation and avoid 
destabfhsing the rest of Asia? 

Leaving aside short-tenn foe- 
tots, the weakness of tbe ^ is 
par^ a reflection (tf tbe marlrets* 
deep uncertainty about the policy 
response to Japan’s pHghL The 
iwinuxngfp prridem is one of defi- 
cient HwthitwI th ari wcnwciiuy bur- 
dened with fla g gin g assrt laices, 

iiiiMMiI tiM drilt wnd riwing imum . 

plpymenL 

The best hope of pre-empting 
Hrfiatinn and a yen freefoll Ites 
to the course already being pur- 
sued: expanrionazy fiscal poUcy. 
This sbould oSBet the private .sec- 
tor’s excessive propensity to 
save, while maTriig room for 
poinfril strurtural zefiams. 

But despite A^’S Y16,000ba 
(UlSbo) fiscal package and the 
talk of another boost in the 
autumn,. tbe markets mpear to 
tiftok J^nn has lived tob kmg in 
the last-cbaoice nwinm- The abil- 
ity to kkfo start tiw ecanomy by 
flaeal means is in (pzestioci. 

In one smee fids ia surpzlsmg. 
Japan is in a pontion striking 
rindlar to tiect of titie US at the 
start of the dsprasskm in ilia 
1S3(W - and the conyuteon sug- 
gests Japan mi^ have found- 
ered kmg ago. Yet unlike the US 
after tbe Wall Street crash in 
1929^ there hae been a gap of sev- 
eral years between tbe pricktaig 
of the J^wneac bubble and the 
eemumy'a descant into its pres- 
ent hquldtty trap. 

The delayed response owes 
modi to fiscal policy foee charts). 
The boosts Fhat cohnloated 
tte big pelage of September 
199^ for example, were estimated 
by the Organisation for Eco- 
nnmlc CcKfperatioD and Oevelt^- 
ment to ham oootzibuted L5 per 
cent to grass domestic product 
growth. 

Japan’s stop-go approach to 
pobUc wcAs admittedly reduces 
thflSr coifidencehuilfisg poten- 
tial, while the inelBcleacy of 


much public Investmaot means 
that its impact on the whole 
economy is less than it mi^t 
otherwise be. But even ineffidmit 
spending imparts some stimulus. 
That stimulus was kiDed by 1^ 
year's premature tax increase, 
reflecting worries about the 
threat to tbe public of 

Intractable demographic pres- 
sures. Th^ Is a risk it could 

a gain. 

How bad. then, is the fiscal 
position? Policymakers in Waahf 
Ington, who have urged fiscal 
expansion on Japan since tbe 
early 19908, argue that there is 
little cause for concern in Japan’s 
budget deficits because taxes 
take a relatrvriy low peremitage 
of GiDP at 32 po* cent, compared 
with 45 per cent in Germany and 
51 pa* cent in Prance. 

Net public sector debt is also 
low. It rose from 4B per r»gnt to 
just 1&3 per cent of GDP between 
1981 and 1997. (hose debt, on the 
otba* band, rose from 59.3 per 
cent to 87JL per cent over the 
«nnp period, reflecting the extent 
to wMch the government has 
been baled out of tts problems by 
public institutions. 

TTpnrg the public flrmnrHB may 

be leas good than they appear. 
The biggest doubts centre on 
Japan's “second budget", the Fisr 
cal and Investment Loan Pro- 
gramme (nip). Tbe related funds 
have crene frem the postal sys- 
tem state r<pwlnn frzsds wnrf 
ere largely administered by tbe 
Trust Fund Bureau of tbe Minte- 
tiy of Finance. 

The second budget, whirii c^er- 
ates like a cross between a devri- 
opment bank and a pension fiind. 
Is two-thirds the size of the 
xtatianal budget Its liabfiitieB are 
guaranteed by tbe state, but not 
included in p^hc aecdor debt fig- 
ures except to the extent that 
they are invested in tbe govern- 
mwafs own bonds. 

Is a recent study for tbe 
Washington-based Paul H. Nitze 
School of Advanced IntematioDal 
Studies, David Asher and 
Andrew Smithers argue that tiie 
seexmd budget is a house of cards 
and that since the taxpayer is 
HaMp fhr any shOTtfolls, ftS liabil- 
ities should be included in flie 
general national debt On that 
beris, they estimate, tbe oation’s 
true public sector debt would in 
be 1996 to 150 per cent of (HV - 
more even than that of Italy or 
BrighnxL 

If Interoational bfonetary Fund 
ftgthnatep of unfunded state pen- 
non UabOitire are tiien induded, 


Mr Asher and Mr Smithers esti- 
mate that toe total oUigatiems of 
the public sector towards its 
dri>tors and penriouers probably 
exceed 2S0 cent of GDP. 

The opacity of public sector 
accounting in -lapaw js tbpt 
toe public finances are regarded 
as a mystery wrapped in an 
But several points can 
be made on a debate that has 
discomfited officials. 

First, toe postal savings sy^ 
tern. Japan’s largest bane with 
YMS^MObn of deposits, enjoys an 
interest rate advanta^ a^tinst 
toe private sector banks. It bas 
also been toe beneficiary of a 
Sight to Cpiahty rftw-o Japanwei* 
banks started to wiHapB* 

TI0 result is that this public 
sector institution has increased 
its deposits (see chart) at a time 
of firvmnai deregulatimL ft has 
also poured growing sums Into 
tbp cPi-nntl budget in p*»-bptig p 
for a retum related to the yield 
on Japanese govenunent b™Hie 
?Hnrp bemd yields have collapsed, 
there is an inHnrPwipnt to invest 
in increasing inefficient pro- 
jects. 

Tbe Trtist Fund Bureau, mean- 
time, ipnris most of this mmey at 
the same rate that it borrows 
from the postmen. Much of it 
helps finance pork-barrel infra- 
structure pndects favoured by 
the politiinaos. Far want of more 
transparent accounting there is a 
risk that toe flmds are used to 
pay interest on existing loans for 
unviable projects that are rou- 
tinely rolled over ~ so-called 


Japan is in a 
position similar to 
that of the US at the 
start of the IdSOs 
depr^sion 


•Toaxi” 

The existence of such project s 
dear vtoen the goverzr- 
meat was obliged to taitp TVust 
Fund Bureau debt on to to its 
own books in relation to tbe 
Japan National Railway Settle- 
ment CozpovatioD, whtdi tamed 
out to Izave been bankrupt for 
years. Other investments are In a 

wimnar state. 

Tet it is a big leap from here to 
suggest that tbe debt all tbe 
pniTPi nTnpgifr. financial institutiosis 
and public corpcuratiozis abould 


be included in general govern- 
ment debt. The ultimate burden 
on the taxpayer wtU depeud on 
the viability of their investments. 

The Ug^st outlet is the Hous- 
ing Loan Corporation, which pro- 
vides mortgages. Ministry of 
Finance officials insist that 
unlike the foiled private sector 
mcatgage banks known as jttsen, 
which had Mg estoosures In com- 
mereial property, the HLC’s loans 
are to low-risk residential prop- 
erty. They concede, thnugh, that 
bad defats will increase with ris- 
ing unemidc^ment 

Next in lny>ortanee are the 
People's Finance Coeporation and 
the Japan Finance Corporation 
Fbr Small Biisfneas, which 
to companies that 1^ the collat- 
eral required by private banks. 
Tbeae ate becoming less oedit- 
wflrthy as surplus inventory 
buOds up in a stagnant economy. 

Figures approved by the gov- 
ernment’s Board of Audit • prob- 
ably under-estimates - which 
print to the hi^iest rate of non- 
pescfimnlng loans Bnwmig govern- 
ment fiiwwTiai institutiens at 2.4 
and 23 per cent reepectively. Yet 
that, in turn, underlines the 
and egg nature of the 
pobhe finanpp proUenL If fiscal 
ezpansiui generates growth, cre- 
iiitwii rtliinaHB will improve. 

Mudb of tbe rest of the second 
budget’s activities axe devoted to 
building up infrastructure from a 
low base, as Britain did in tbe 
VIctoriaQ period. Some of this, 
financed, at rodc-botton current 
bond rates, will prove an out- 
standing investment for future 
generations ~ thwi^ tbe strong 
bias of the ruling LDP towards 
rural constitomdes means fliat 
too zsudz is ZD toe eonstzy, too 
littie in the cities. 

There are a number of chick- 
ens here wUdi will nonetheless 
come home to roosL Tbe Postal 
Savings Bank borrows short and 
lends long. If sborttenn Interest 
rates rise xdative to long rates, it 
win inciir large losses or sufier a 
big outflow. The much-touted 
idea of privatisation seems 
hsplausfole; on a rough calcula- 
tion ft would need equity funds 
equivalent to IK per rent of (SDF 
to achieve a 4 per cent (’^Uer 
one”) equity capitaL Nritber the 
government nor the stock market 
cDoId readily orsfam blow. 

The HLC> meantime, is uncom- 
petitive against private banks. As 
borrowers repay its loans, it is 
forced to invest proceeds at a 
loss, which fobs on the taaqpayer 
via tbe ^letal but^eL 
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Swiss samba 
in Sao Paoio 

Jpige Pario Lemam, SO. riudrman 
of BiazFs Banco Garantia, shoutd 
feat comtortabla selling to Credit 
' Suteae, the new owners of Brazi's 
moat powerful rivestment hank. 

For a start he used to work at 
Credit Sidsse as a gradu^ 
trainee, his parents are Swiss and, . 
yke Bafrier Gut, Credft Sirsm's 
66-yaer-okl chairman, he fs - 
hcredbly pobTidiy-shy. 

But there foe dndartly ends. 
Lemann, uriike Gut, Is a farmer 
Brarilan tennis champ (he even 
pli^ed at VWindiiedorj) who built a . ' 
successful Inve s tment bank fraru 
scratch. Gut, nn oc-Lazard Fibres 
partner, has been struggling for 
neerty 20 years to buy his rito 
tha inveatmant benidtg Mg league. 

Lamenn. an austere who 
waikB to wodc and prefers his 
Volicswagen to a Brno, atoted 
Garantia in 1971. Mudt has been 
made of the fact that he modallad 
his fOeMtey patinershfo on 
Qoifonan Bachs, but Gwantia has 
a more buccanooiing reputation 
than the buttonad-dowit Wall 
Street firm; that oould explain why 
!t has bean sold tor a reimively 
hundnim 1.7 times book value. 

The man himsatf wffl continue as 
seniar adriaar white pending more 
time on other interests. Including a 
BrazBian department store group 
andebrsw^. ! 

Just the sort of chap, you'd have 
thought, who should be worth a 
seat on the board of toocSt.&iissa 


Group - excefrt that he might 
remind Gut that the reel money is 
made by seAig tnvestmant banks, 
not buy^ them. 

Noteworthy 

Surinam's financtal problems have 
taken a Osn tor the wotee. Cftteens 
of-the South America n country are 
up bi arms about Its new 
• 10,000-guilder neto - because It 
shows the largest gold mine in 
neighbouring Guya^ 

Embanussed central bank 
gov e rnor Otto Ezachiete expMns 
that it was all a terrible mirtake. An 
tftlst working on the rrew design 
was gtvan a plctm of the 
Guyaneee mine as a guide, but 
produced B fsiforul copy tostead. 
Says EzechlelK “He is rxrt an 
er^ert on .gold mtoing.' 

Lotof iKrther 

The Faroe (stands may be smaB, 

, but when it comes to power 
politics the chiBy arcNpelago 
' punches abewe rts wetghi The 
Islands’ two rep reoon t ati vee at the 
Danish parBamWit yesterday 
succeed In extracting a hefty 
compensation pacitegefrom 
Copenhagen. And they didn't get It 
just by ariting nicely. 

Islanders have been 
campaigning for cempersatiorr 
since the bai-out five yeas ago of 
the Junes' largest barrlt The 
dynamic duo - OIB Bredonan, a 
British-educated JoumeGst of 
pronounced right-wing vtews, and 
Social Democrat Johannes 


Bdeegaard - have been mridrrg 
BID especlalty dtilicutt for the 
goverrsTwnt since they were 
elected to parliament to March; the 
election ot a p tu B a rttenter y Speaker 
had to be de^ed by drawing lots 
after Bredonan voted with the 
(^posltton and EUesgaard 
abetained. 

But the government wBI now be 
spared the iixfignity of haring Ks 
big po6^ biMafives derided In the 
same way. With a nice bag of 
money to harxj, the votfog 
intantiors of the ftroe Isiands 
re preeen tetives are Bcely to 
Change. BrecKman sgys he win 
abstain on puwly Danish matters 
from now ort, write Sdeegaard Is 
ep(pected to vote vrith the 
governme n t 

Bobbing along 

Until just a tow weeks ago. the 
name Suharto spefed boomsig 
buriness In tedonesia. But now the 
I "S-word* has become a curse. 

I Astra International, the car ma ker 
' which teemed up with Toyota to 
produce the unbeatable K9ang 
tomPy van, yesterday ckopped two 
Suhe^ croniea from its board. 

Moh ama d Hawn, rtidaiamed 
“Uncle Bob" by many Indonesians 
and reputedly elso by former 
presid^ Suharto's chBdren, loeas 
Ms seat as de facto c ha lwn an of 
Indonesia's largest automotive 
concern. Also puBng onto the hard 
shoulder is Ritfogo Pangestu, like 
Hesan a timber ^coon, whose 
Bailto Pacific company took full j 
advantage of presidantiBl favour. I 


But Astra wont be entirely free 
of Suharto Influence. The former 
prerident’s fburxlafione still hdd 
' 10 per cent of the s hares. One of 
Ms most powerful cronies, Anthony 
Saibn of the SaBm group, is steybig 
on the board. And whBe Astra’s 
new pr esi dent e fi re cto r, Rini 
Soewanri. is wtdely recogtrt s ed as 
hdcneela's smartest 
busfnesswomsn, she is also-a 
dose friend of Suharto's dau^itsr, 
SW Hedtetf PraboMO: 

Mrs Rini, currently finance 
director of debt-burdened Astra, is 
reckoned to be poBtically ambitious 
rather than comjpt But that didn't 
stop eyebrows bring raised when 
she took a month off to help out at 
thestate-ran Bank Restructuring 
Agency. One of the trotfoled banie 
under agerxry control is Bank 
Umum Nasionri • owned by none 
oth e r than Unde Bob Ha san . 


Grounded 


Chris Mric is acting mana^ng 
dbector of Papua New Guinea's 
ndfonaf airfina. But for how much 
longer? Prime nrinister Bin Skate 
, last weric hired an Air Nuiguini 
j plane for his fouTKlay ofR^ visit 
' to tndonasia - on^ to find hbnself 
stranded without so much as a 
change of dotites when the plane 
ftew off without unfoadng his 
luggage. 

The PM, who had to scour 
Jakarta for a Mack-tie outfit, says 
he’s not decided Mek’s tots ‘Vto 
are not going to chuck him out we 
are going to find him a job where 
we think he win be better utilised." 


Hiere axe other bombs ticktog 
away in the secoad budget Yet 
the picture is far from black and 
white. As for the IMF's figures of 
unfunded pension liabilities, they 
are more a measure cd' the pdlQr 
nhaiii^«P» than a realistic esti- 
mate of future debt levels. Like 
others, Japan will probably fbr- 
thfT raise the retirement age and 
reduce benefits. 

Hus already happened in 
the private sector, where the 
actuarial assumptions on whidi 
the funded pensions system rests 
have been wiedced by low bond 
yidds. As Peta: TadEer of Dresd- 
ner Eleinwixt Benson pennte out, 
a letiremait padrage even from a 
UuB-cbip employa- now amoents 
to DO more ti^ a teenager earns 
in a fost-fbod outlet Pecqde wiU 
simply have to week longer. 

Moreover, comparisons with 
debt ratios in Europe are funda- 
mentaUy mwleadlng. With a ser- 
vici&g cost of 1,2 per cent against 
4K-6 per cent in the heavily 
indebted European economies, 
tbe debt mountain in Japan is fte 
the lonment more manageable. 

And it could be manned. Hie 
Ministry of Finance’s i^te-old 
px^judice in favour of vthodox 
finanw* is nnnwpngi eal. But the 
real problem is political: how to 
summon up the will to persist in 
a committ^ fiscal aqransion for 
long enough to ensure that 
growth is sustained when the 
stimulus stops. 

The instincts of most politi- 
cians are stiD for the kind of just- 
in-time fiscal measures which 
erode the confidence of both con- 
sumers and currency markets. 
flilftriwg fimfl in the last «^han«> 
salocm is anyone’s guess. But it 
semns more likely to be dictated 
by markets than politidans. 


100 years ago 

Guant ana mo BaySefaed 
Washington, 10th June. The 
Navy Department to-day 
pubiishaB the following buUetirv- 
"On the 7th insL Adiriral 
Sampson ordered the 
'Marblehead' end the 'Yankee' 
to take possession of the outer 
bay of Guantanamo. They 
entered the harbour at daylight 
on the 7th, driving a ^janiah 
gunboat into the foner harbour, 
and took poesesrion or the 
lower bay." A powerfri fleet of 
sbcterii vessels is now 
assembled In Florida waters to 
conv^ tran^jorte with troops to 
Cube immediately. 

50 years ago 

Attracti on s Of Black Market 
Shanghai. June 10. The new 
arrangement for fixing ratee for 
foreign exrirange at the offidal 
rate plus a prenrtium payable by 
importers is proring imattraettve 
to businessmen who need to 
send remittances abroad 
I hanattM black market rates are 
stil 65 per cent higher. /Uthough 
exports are improving, due to 
the bettri redes, many 
shipments are still briieved to 
be going dandestinely by way 
of Hong itong because tiie 
Mack markri rates are so much 
hitler. 
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THE LEX COLUMN 


Allez Air France 


Air France's management should reast 
any temptation to crow about vietmy 
over the pilots. Triumphalism would 
undermine the union leaders* story ttiat 
concessions have been won. It is in any 
case difficult to see exactly how and 
when the deal will deliver the. promised 
FFrSQOm savings. Esmlanation would be 
easier if all the pilots plumped for a 
15 per cent pay cut in lieu of shares at 
2»-ivatlsatjoa. From a salary bill of 
FFr3.6bn, that would produce the desired 
savings. But If they all go for the keenly 
negotiated alternative of a seven-year 
freeze, the increase forgone must be 
more than 2 per cent a year. 

Still, it would be chuiiisb not to con- 
gratulate the managcmoTit for Standing 
firm against a notoriously difficult set of 
workers. Backing from a teftwing gov- 
ernment was also a pleasant surprise, 
especially as two previous beads of Air 
France had been let down In that qua]> 
ter. But it would be premature to a«M«Tna 
the government will be deaf to other 
strikers with more public sympathy. 
Indeed, the well-paid pilots probably 
scored an own goal by brin^g the 
World Cup into the blackmail eQuation, 
compounding their unpopularity. 

Where does this leave Air France's par- 
tial privadsatton? The strike costs have 
rou^y wiped out last year's FFrLSbn 
pre-tax profits, putting a huge dent in 
the recovery sum?. But a deal with the 
pilots was essential to get that roadshow 
rolling. 


USiMrinb 

Dow- 
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because China competes with South 
Korea and Taiwan whose currencies 
could fall wiffi the yeiL But the effoct is 
unlikely to be large and it is not clear 
that devaluing the renminbi would do 
much good. AAer all, is still nm- 
nixig a b« current account sutplos, so its 
currency is not obviously overvalued. 
And de^uation would probably spark 
arM>ther round of devaluations In the 
rqpon, destroying any tesqxmy com- 
petitive advantage China gained. Inves- 
tor confidence in the whole remon would 
also take a knock, while China’s hard- 
won brownie polnto for regional states- 
manshtp would quickly be dismpated. 


ployment will peak at 6 per cent and the 
non-peribniuiig loans will stay in 
ain gift digits may prove too gangmne. 
But even if propel prices fell, say. 
another 25 per cent, Hong Kong eoold 
tafc«» the pain. One or more small banks 
would be vulnerable, but, given the 
banking sector’s high capital adequacy 
ratio of 17 per cent, the finimriai s]^em 
itself looks robust. Moreover, abandon- 
ing the peg would not be a painless route 
to restoring conwetitiveness. Id tiie cur- 
rent febrile environmeot, the currency 
would overshoot on the downside, inter- 
est rates would need to he jacked up 
even more and capital would flee the 
t er r i tory. Things may get u^y. But given 
the lack at a palatable altmiative, the 
peg should hold. 


US markets 


Hong Kong 


China 


Will the collapsing yen drag China and 
Kong into Asia's curremw vortex? 
With gloomy comments cesning out of 
Beijing and Hong Kong's Hang Seng 
index plunging below 8,000, It is easy to 
get frightened. But fears that erthor the 
renmiifoi or the Kbng Kong dollar wflL 
become unhinged look exaggerated. 

Take the renntinbi first. Certainly. 
Japan's economic mess is bad news for 
China. But it is not the feliiog yen per se 
that is causing problems so much u 
slow Japanese growth. 1116 two countries 
are at sucb different stages of Industrial 
dev^pment that they barely compete 
directly. So it is hard to see a lower yen 
knocking Chinese exports directly, 
althou^ collateral damage is possible. 


What, though, about the Hong Kong 
dollar's peg? So l<Hig as the renminbi 
holds, H too looks solid. But there is a 
genuine worry about competitiveness. 
The territory's attzactions as a 
and trading centre have been banned by 
its bigb costs vdiile other regnal cen- 
tres have experienced depreciations. 
Those hoping enough adfustment has 
already acemred to restore ounpetltive- 
ness are engaging In wlshAil tiiiniffng 
Property prices may have fallen nearly 
SO per cent since last year's peak; but 
they still look high - prop ert y yields are 
aHii only around half iwiare st rates. And 
it is not mudi of a boast that wage 
tnflat ion fe dowu in slugfe digits; wages 
Iffi^hly need to falL 
All thk nMWTiK tiie consensus that the 
economy win shrink 2 per cent, unem- 


Being worried is part of a cmttral bank- 
er’s Job, so excuse the usual cautionary 
ha miwiphing Underneath, Alan Green- 
span Is remarkably relaxed. Acemtiing to 
Federal Reserve chairman, the US 
economy is still enjoying a ‘Wlrtuous cir- 
cle** with Inllatioa ou^t and en^)];^ 
'ment all haaSiTig in ri ght directions. 
Wage costs have started to tick up. but 
with productiri.ty improvements continu- 
ing, Mr Greenspan has rarely sounded 
less worried ab^ labour market tight- 
ness. hi any ease, the combination of a 
strong dollar, a deteriorating trade bal- 
ance and slower inventory growth is put- 
ting the brakes on the economy, whidi 
should hel p the labour market. Most 
economists eiqieet secoid quarter grass 
domestic product to increase by aitK^ 2 
per cent, down from 4.8 per cent In the 
first three mtmths. 

Ihat should be m<we than enouifo hi 
keep the Fed on hold untO the autumn, 
whldi ia good news for bonds - the yield 
on tiie 5d-year Tveasory is back to 5.70 
per cent and could go lower stilL Stabfe 
interest rates are also positive for stoclm, 
though Mr Greenspan's one curve ball 
yesterday was a mild - tiunufo wholly 
justified - warning on US equity valua- 
tions. The risk to the Fed’s wiuting game 
la that the domestic ecobomy does not 
Blow enough, fordng a rate riae at a rime 
when Asian markets are still very frag- 
ile. But for the moment, bfr Green^an 
Innks rig ht tO he Sitting On his hnnHg 
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Europe today 

Much of Scandinavia wM have 
showers, with heavier rain likely 
over FMand. Across cencraf and 
woaom Euiope, A wM be showery 
with heavy bursts, seatlerad 
thundersaums and only brief sunny 
spebs. There wH be a risk of more 
pereMent rain. Western France 
and the UK wM became drier. Over 
Italy and parts of Greece, there wM 
be bolBted thunderstonns this 
afternoon. Much of (he 
MecAlarranean wiB be sunny. 
Northern Spain w9 have some 
rain. 

Five-day forecast 

Scandinavia will be cool and 
showery at first, but the south will 
have summery cendtions over the 
w o el ta nd. North-west Europe win 
be fine tomorrow, but wil be 
unsettled over the wookerid. h will 
stay hot and sunny in much of the 
Mediterranean, but northern Italy 
and Greece wn have thundery 
rain. 
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US Fed chairman warns on 
interest rates despite boom 





*4«i 


By Stephso FUtar in W a ti uDflt Bfi 


Tbe US ecQQCxny is continning tts 
most impressive expansion in half a 
caztmy, Alan Greenspan, the chfdr- 
man of the US Federal Reserve, said 
yesisrday. But he warned that 
interest rates might have-to rise if 
labour costs continued to aoeelsmte. 

In hb first US ecoDomtotesOntoby 
to Congress in three Tnnntbg Mr 
Greenspan p»hi*AH a picture oT an' 
economy. th^ had broken bSsterical 
pa tte rns In sustaining eil^it years of 
growth ^thout escalating labour 
costs. But the central bank bad to be 
alert to the possibility that tiiik 
favourable combination would not 
last for ever, he said. 

“The .current economic parfor- 
manee, with ito combination, of 
strong growth and' tow inhatiwni, fe 
as impressive as any I have 
nessed ia my near half century' cif 
daily obaervation of the AmmiCan- 
economy,” he said 

Pinarukal markets have been 
looking for sign that Mr .Greenspan 
baa bean converted to so-eall^ 
“New Age" economic theories 
suggesting that technologieal change 


meant the US economy could grow 
at faster ratto without generating 

inOatiCBi. . 

'Hie Fed chairman said snare 
prices had been driven to levels 
-that will be difficult to austato 
nniftoa ectmondc conditions remain 
f^tp o pt ipnany favourable”, increased 
productivity and technolc«ical 
Change bad aUoned tile Mbnomy to 
increase its produetiim capeiciiy very 
quickly, probably allowing it to 
avoid the kind of shortages that 
t usually occur at this late stage of an 
economic expansion and tend to 
drive up prices. 

FtoductMty gains of the part two 
years ‘kocriy overstate" the. growth 
that could be sustained, he' said. 
“But evidence eemtinaea to mount 
fT )p7 the tr^ has pic^ iqi.’* 

ridr Qreenqsan'Tiemafried concein^^ 
tiirtras the of unmnplo^ foQ - 

in May It dropped to Its lowest level 
slnee 1970 ~ growth- would- be con- 
strained. But some fketors suggested 
a slowtog down of demand for 
laibour. the Asian erisis would 
dampen exports, while a recent 
‘nanxnriog of-profit margins could 
mmpaniijc to slow investment - 


and could affect consumption 
stock prices adjusted to a Icm opti- 
mistic view of corporate eimings. 
^ond that, “the ctorts* 
talnable rise of inventories that 
been evident In recent quarter^H 
be slowing at some point, pcrii^ 
-hjuDtly". However, if this (fid not 
happen, “titter .economic policy 

maybe necessary 'to help gt^ 

against a build-QP of 

could derail the current prosperity" . 

Monetary policy mhd^t also need 
to tiphiai “if demand were to m 
tinue to exhibit few signs , of abating 
noticeably, thereby threatening to 
place still further strains on our 
laboon markets". 

Mr Greenrtiau said figures on tbo 
hours worked showed second quar^ 
ter growth in the US had slowed 
from the* “torrid pace” of Otc firtt 
quarter - measured at an ann u al 
per cent rate. But evidence of a 
eration In underlying domeatte 
- buoyed by strong finan- 
cial maikets - was "sparse”. 
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Asian markets wobble in wake 
of gloomy figures from Japan 
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Asian finanriai markets fan aharidy 
yesterday In the wake of poor Japa- 
nese Bwwtnmin Aatff whlch further 
iTwAaitTimBrf tba weak yen. 

A Japanese Mtnlstiy of Rnanee 
survey showed that in the first three 
montte of this year companies eipe- 
rienced the sharpest year-on-year 
drop in rovemies slnee the 19506. 
Tbe survey of business smitiment 
reported that revenues at Jqianese 
corporations were 6.8 per cent down 
on the same period the previous 
year. Ihis was tiie biggest fell since 
the surv e y started 40 years ago. fte- 
tax profits also tumbled 25 per cent 
on an annual bssis, with maniiFar - 
turers nynrring a fell of 22.1 per 
cent, and non-manufacturers a 27.7 
per cent decline. 

The dedine in corporat e revenues 
hjiQ damaged business ccnfidence in 
Japan. According to the survey, tbe 
haiancp of companies rqxirtuig timt 
they are cgitimistic compared with 
those pessimistic is at its lowest 
since it started in 1983. 


Tbe data have Airiled fears that 
fint-quarter gioaa domestic product 
fi gur es, due tomoomw, will show tbe 
Japanese economy is in rmsssion. 

In Tokyo the yen weakened to 
Y14LS7 against tiie US ikdlar. and 
slipped ftntiier in New York to touch 
Y14L67 as the dollar streogthened 
on . comments by Alan Greenoan, 
Fedei^ Reserve r^aimian 
m Paris, Lany Summers, US dep- 
uty Treasury secretary, said that 
representatives of tbe Group of 
Se^ industrialised natkms had dis- 
cussed the yen rote and its 

possible advHse impact on Asia. 

The maikets bad been loidmig to 
the meeting for an indication of 
whetho' the G? would intsvene to 
hall the .ra|iarM«ii» eoitency's siM<» 
But bfr Sommos mM only that the 
07 would enntimie to monitor Ibr- 
sign avrfiaiigB rates. 

Earlier, Robert Rubin. US Trea- 
sury secretary, said improved funda- 
mentals were tiie key to restoring 
mnfiiiptiM* in the yen, a refeemux to 
US demands that Japan do 

more to boost domastic demand. 


Ryutaro Hashimoto, the Japanese 
prime minister, has been under 
intense pressure to stimulate the 
Japanese economy. Sev'eral flac^ 
pa/>iragg« have failed to satis^* crit- 
ics and the markets. 

Hong Kong's benchmark Hang 
■Qftng index fell yesterday by almost 
5 per cent to a three-year low on 
fears of wi omi iing pressure on the 
territory's currency peg to the US 
dollar. The Taiwanese dollar hit an 
ll-year low and other Asian currrti- 
cies tumbled. 

Separately, there were renewed 
signs from Japan yesterday of a 
HghtgniTig of credit conditions. Ihe 
Bank of Japan reported that bank 
loans to companies fell 2.2 per cent 
In the year to May. This decline was 
smaller than tte 2.5 per cent annual 
drop recorded In April, but suggests 
that banks have continued to curb 
lending beyond tbe end of tbe fiscal 
year in March. 
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Gennan tnickmaker says fts 
independence is not at stake 



The mood at MAN 
Mutzfahrzeuga, the Per- 
man commerciai 
vehtdea group that has 
been the subj^ of pe^ 
dstant takeo^ talk, ia 
optimteUc despite the 
recent loss of indepen> 
dence by smaller rivals, 
such as Daf of the 
Netfterfands. Klaijs 
Schubert (lell). chaliman 
of the truck and bus 
operaten, insists independence is not in queafibn. 
MAN’S latest figures support his bureh approach. 
Page 16 



Frankfurt and Pails readi records 

The stronger dollar sent Fiankfurt back into record 
territory in spite of the Mask aarfy tone on Wlslf 
Street Parts also nudged to a record high, though 
voluniss were duR as the Mtorfd Cup Mck-off pro- 
vided a signffieant counter^ettracdon. Page 36 

Mdman Sachs to decide on IPO 

Partners of Goldman Sachs, Wall Street’s last big 
private partnership. wU meet in New York tomor- 
row to consider floating the eotTtpany, or pert of it 
An Initial public oflering would give Gddman the 
currency to fund more rapid growth through aequH 
sitione, but could jeoparcfise the Investment bank's 
btrong and cohesivs intsmel cuKura Page 19 

Aegon to leave investment banking 

Aegon, the Dutch Insurance company, la to leave 
investment banldr^ by s^flng the Amsterdam- 
based Bank Labouchera for a book proAt of R 1bn 
'(SSOOrn). The buyer ie AOT, a lisked marke trn akar 
in equities, bonds end derivativea. Page 16 


PelTObras offering due by October 

- The ^azDian government Is ex p erted to rMfor pert 
of its stake in Petrobras, the stata-controlled ol 
(youp, before presrdentia) o to c tiona in October. 
The offe^ would reduce the state's slake 
in the com p any to on^ 51 per cent Page 24 

HZ slocks fall to tMro-year low 

Soaring short term kitersst rates and a plungiriQ 
New Zealand dollar are playing havoc toe 

country's stock merket, which has hit a two-year 
.•;j low. The Mphaerals follow reports from companies 
that business conditions are tough. Page 36 

9 Zambia seeks copper imlustry help 

Zambia Is toming to Anglo Amsdcan Corporation, 
South Africa's biggest company, bi the hope of 
sahoglng attempts to toe copper tortostry, 
on wHcto its ecommy heavily depend Pago 26 

^ SFE trading volumes hit peaks 

The fan of the AustraAan doUar to 12'yBer lows has 
driven the Sydney Futures Exchange to toe targast 
trading vofari^ In Its SS-yeer history. The b 
heeding for a A$1/X)Qbn (S588bn) week. Page 26 
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Sumitomo plans new group 


By eoba Tett in Tafgo 


Fund manaaer wiff aim to take on forelan comoetition 


Sumltonio r the Japeziese 
life assurance group, plam to 
establish tho conzifiT’s lazgaet 

frmH Tnanag er wlto 

assete Of Ylo^OOtBrn (pTDbiO. 

It wiQ set tQ) the new group 
by fojectiog more than 
capital hwn an afQjj. 

ate and transferring a large 
proportion of its own sosnsged 
funds. Hie new groiQ) win eas- 
fly dwarf Nomuia Asset Man- 
agement. the cnxrmit Inveet- 
ment adviser leader, which 
manages Yd,400hn of assets. 

Hie move Snmftomo 

Life's attempt to fi^t gcowing 
oontoetition fkom ferelgn com- 
panies and Japanese hndeers 
in the asset maosgeinant sec- 
tor foflowing Ug bang flnan- 


cisl deregulation. "Big bang 
will cause more competi- 
tion ... we ttalnh ibis is the 
best way to strengthen our 
asset managemmt business on 
our own.” it said. 

Analysta yesterday said the 
immedtete benefit of the move 
could be in faffing as it would 
give Susutemo Life the fiexl- 
tnlity to taira more specialist 
fond masageis. 

mrcslri Na^gawa of IDte^ 
sec, a pensions consultant, 
aai^ "The important thi’ng 
about this is the personnel 
Implieatiana. It allows Sumi- 
tomo to create specialists with 
performance-based salaries. 
*rhte is nrfdfri because west- 


ern emnpanles are now tawng 
the good employees - Japa- 
nese wwT^pamieB have become 
ftahtng poDiis for them.** 

Hie creation of the huge 
investmeDt adviser also high- 
limits die rapid emergence oC 
this sector. Until recently, Jap- 
anese companies used on^ 
two type of eoiapanies to man- 
age their pension fOnds - life 
assurance gronps and trust 
banfcs However, earlier this 
decade "invastment adviser" 
eompanlee emerged, offering 
more specialist peztrion fund 

Sony, the electroms com- 
pany, recently wmi-oTtorf its hfe 
assurance contracts and 


shifted the money to trust 

Twwlffl ayut h waeivnain * adViserS 

instead. The switch partly 
reflects cooemn about the 
healtii of life assurance groups 
ICUowlig last year's collapse 
ot Nino an Mutual but invest- 
ment advisers have also 
offered higher returns than life 
assurance gro^ because of 
their more flexible style. 

Until recently life assurers 
could not directly compete 
with Investment advisers 
because they coold only bold a 
minority stake in an invest- 
ment adviser groop. However 
this law was changed last 
December as part of the big 
kawp Consaquaitly Sumitomo 


Life DOW plans to raise its 
stake in a subsidiary, Sumi- 
tomo Life Asset Management, 
from 10 per cent to more than 
50 per cent. 

To do this. Sumitomo Life 
will ii^ect more than Ysbn 
capital into the affiliate, which 
cuiTenU>' has a capital base of 
just YSOOm. Sumitomo Life 
will alM give Sumitomo Life 
.Asset Management a large pro- 
portion of its contracts, raising 
its assets under management 
from YBSl.Sbn towards 
YlO,OOQbn. 

Analysts yesterday pointed 
out that it was unclear 
whether the reorganisation 
would significantly improve 
investment performance or 
help to attract new corporate 
funds. 


Andersen 
Consulting 
launches 
new brand 
image 

BrJImlMir. 

toa ail i iicy CDin^MMdwt 

I Andereen rvyignTting , wfaieib is 
locked In aotatonious divorce 
I praceedmgs with its astEBT firm 
Arthur Anders^ will today 
Tsinforee its independence 
with the launch of a new 

^Obal brand muig H - and 8 

spedalty-ixiiiqKMed tone. 

The brand, to be undennn- 
ned fay a doQble digit Increase 
In imag n Kjinndiny tO llOihn in 
1999, ditches the typography 
the fi rm has shared with 
Arthur Anderaen since H was 
created in 1960. 

It also establishes a two- 
letter ‘'maDogram" to stand 
alongside tiie Andetsen name, 
in a move that breaks new 
ground in the eector Ibnoiwing 
last week's creation of a'tradl- 
tional 22-letter Logo by Price 
Waterhouse and Coopeni A 
Lybrand. 

George Shaheen, the firm's 
managing partner, said the 
new image was about more 
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New Standard Chartered chief 


By Bbi^bs feahen, 
BaktogEilv 


Standard Chartered, the 
London-based international 
banking group, yesterday rw 
afiiimed its detennmatlan to 
remain independent as it 
named Rana Talwar to take 
over frten Malcolm WlRiatnson 
as chief executive in October. 

The bank has been tenta- 
tSvBty approached by a range 
of suiti^ umhiding Barclays 
and Chtibiok, but Mr Tatwic 
said yestai^ that the board 
and aiecuUves were united. 

"This thii« has been 
debated and analysed inter- 
nally among the ezecntlvee 


and with the toll board, and it 
is unambignously mianS- 

TTi myTy the ViBW amnmg that 

team that the best deal fbr tins 
framtoiae and for its sbar^ld- 
BJS Is to remain independenL’’ 
Mr Talwar, who was 
TBoruited frtan Otibonk in 1997 
and heads Standard Char- 
tered’s pparstions in North 
America, Europe, Africa, the 
Middle East and south Asia, 
had been widely viewed as one 
of the leading candidates to 
succeed Mr WilUani5on.who 
has run the bank since 1993 
and was due to retire in Febni- 
ary whan he tnnis 60 l 
M r WUhamson will remain a 
non - wBcmive director. He also 


Bits cn the board of National 
Grid. 

indUppe Paffiart, the other 
prindipal candidate, yesterday 
announced his resignation 
fittm Stendazd Chartered. He 
will be succeeded as head of 
consumer banking by Fred 
EDlow, who ran ti» diriaion 
between 1990 and 19^ Be 
returned to Standard Char- 
tered last year as head of card 
sovices. 

Patrick Gillam. chairman, 
said the eariy announcement 
of the change was intended to 
make it deer tiiat fbe socces- 
oon iwnseoted a jdan, not an 
eme igen cy. It would enable && 
Talwar to present the bank’s 


1998 results and to set out its 
iflans for 1999, which could be 
a critical year for Standard 
Chartered as It steers its way 
tiuou^ the economic crisis in 
Asia, wbere most of its buri- 
ness is located. 

Mr Gillam is convinced the 
Arian ecanomles are intrinsi- 
cally strong and will recover, 
but he said the downturn 
could last longer than be had 
originally believed. 

Standard Chartered’s shares 
have fallen sharply from a 
peak of 1039P in April, dqqnug 
a further gO’Ap yesterday to 
683%p. The bank bad appeared 
nervoos about the optimism of 
some brakere’ forecasts. 


Indonesia’s 

largest 

carmaker 

suspends 

production 

By Sander ihoenes to Jakarta 

Astra international. Indon- 
osiu's largest carmaker, has 
suspended production for two 
months after unit car soles 
dropped 63.6 per cent in the 
first quarter. 

The fall In the rupiah and 
poor domestic demand also led 
to a -19.7 per cent fall in sales 
of motorcycles through its 
joint venture with Honda In 
the quarter. The company said 
vehicle sales had fallen further 
in the current quarter. 

Hie suspensioa is one of the 
first signs of how Indonesia’s 
companies are responding to 
the crisis. Yesterday Garuda 
Indonesia, the state-owned air- 
lue. said U might return air- 
craft to leasing companies. 

Astra produces most of its 
cars in a Joint venture with 
Toyota of Japan. Il also has 
car or truck assembly ventures 
with Nissan. Daihatsu and 
Isuzu of Japan, BMW of Ger- 
many and Peu^t of France. 
Last week it blamed first- 
quarter losses of Rp2.260bD 
(B 20 m) on foreign exchange 
losses and soaring interest 
expenses. These wiped out rev- 
enues, which were 3.91 per 
cent higher at RpS.BiObn 
thanks to price increases. 

The Indonesian Automotive 
Industry Association said most 
car producers, dependent on 
imports for all but a few com- 
ponente, saw sales and produc- 
tioivi^rap 90 per cent in March. 

Sf^e SZbn in o&hore debt 
haq turned Astra technically 
bankrupt. Rini Soewandi, 
Astra’s former finance director 
who was made president direc- 
tor yesterday, said last month 
that Astra would not survive 
u ntil 1999 unless the exchange 
ratu strengthened. 

His ai^xrintment to the bead 
of the board of rommlssloners. 
which oversees operations, 
was made by sh^holders 
seekiug to oust assodates of 
former Prasidezit Subarta 

Astra shareholders also yes- 
terday removed Bob Hasan. Mr 
Suharto’s golf partner, as pres- 
ident commissioner, Prajogo 
Pangestu, another business 
associate of Mr Suharto was 
also dropped fimn the board. 

Astra is 10 per cent owned 
by Nusamba. a holding of 
three foundatioDB controlled 
by former President Suharto. 

fisrwla’s brand akerafl, 18 
Obseiver, 13 


than putting distan ce between 
the two warring firms. It 
would clerify image of 
SSm a year bnstneM for its 
elite global cliente. 

Andcnen CcosoltixLg wrated 
to strengthen its poation as 
the leading firm offering to 
mana^ ti^reactuDg eba^" 
for clients wbo wanted sola- 
tia provided by an organisa!- 
tiim with a cozulstent global 

service irruig ift. 

The two finne are cmrently 
tmder arbitration and Shaheen 
arimowledged tbere could be 
"nomenclature fUfout" when 
the court reaches a verdict. 
But he insisted the new brand 
image was not a pr q a r at l o n 
for dropping the Andereen 
name. 

One of Andersen Consult- 
ing^ mgfft wnmpTflrnta agBlnSt 

Arthur Andmaw ta that it 
encroached tsto the oonsultiDg 
maitet and caused eouftision 
among diezits in an already 
overcrowded and growing see- 
ta. 

The two Anns are separate 
businesses hnked throng an 
umbrella organisation *- 
A nrig r ^an Worldwide - which 
was informed by Andersen 
Cmisulting of the new brand 
laimdi last we^ "out of cour- 
tesy", said Mr Shaheen. 

James Munfoy. ^bal man- 
a g in g director to marteating, 
‘rtiVe value the finandal 
staMlity and sbUdsess fiiat the 
historical brand provides us 
bnt we are building on that to 
add Innovation, creativity, 
commitment, and hands-on 
delivery." he said. 

The new tone will be used in 
TV adverts, videos, confer- 
ences and on "call holding” 
fuaUties. It will be beard in 
various musical styles langhig 
from dawical to jass. 

BpansarshtP w^ be widened 
to tauhide more arts and col- 
tnral events, buildlxw on 
Andersen ConsultiBg’s c u rrmt 
invedvement in speots, espe- 
caidlyBDlC 

The firm’s website, at 
wwwjicxom. will be rebuilt to 
i ni^Tr^ ila petWOKking Bod 
Teerultment 


Astra may have 
to pay partner 
Merck $10bn 


By MBhffl Lawti bi ttsw Tcrfc 

Astra, the Swedish 
p>iaTTrifl/«mTMwilB grOUp, OQUld 
be forced to pay Merck, its US 
joint venture partner, up to 
HObn if it con^etea a large- 
scale merger with another 
oonQMUiy during the next 10 
years. 

The psY-oat dause is likely 
to form part of a deal to be 
easoQsced next week through 
which Astra will gain contiid 
of tile US jednt vesture. Astra 
needs to couplets the deal 
witis Merck in order to be free 
to pursue its goal of a merger 
to atraagtiien its posltloa in 
the rapidly-consolidating 
0(fo8l phaimaoeuticals indus- 
try. 

At present, MerA has the 
ri^t to SO per cent of the US 
pnffits not only from Losec, 
the ulcer treatment and the 
world's top-seHmg presolptloa 
drag, but other Astra leoducts 
in the pipeline, in perpetuity. 

Ne^tiations between the 
two compwlBB are still gteng 
on. But It appears likely that 
Astra win agree to pay Merck 
an oih&ont cash sum of 
approriaately SLSbm 

In the 10 years to 2008, 
Merck win recnlve more than 
so per cant of the profits of the 
US johit venture In retnm for 
afiowing Astra to tab control 

If Astra wante to complete a 
'‘transforming merger” - 
likely to be defined as a 
change in omtrol of the com- 
pany - during that lo-year 
par^ It wiU be able to buy 
-ktock out of the Joint venture 
immediately. 

Hiat couM coet the Swedish 
group IQ) to $iobn, depending 


on biTW soon it happens. The 
sum would reduce Bcccprding to 
how muris rfapMri 

and would also be rehant on 
how well MfaHwg products 
were selling. 

"Yon ere only going to see 
Astn paying out glObn if sales 
are gofog very well and it does 
a deal socm,” one pereon dose 
to the arid. 

Up to 3008 Astra win be able 
to boy out Merck from the 
Jotot venture only if it com- 
pletes e teaueformlng mergar. 

From 2006 to 2016, when tiie 
joint ventnre arrangement 
appears likely to end, Astra 
win be able to buy out Mnck 
for what is destsibed as a Tre- 
detomined amount”, reg^- 
1e» of whether it completes a 

When the joint venture 
restructuring is announced 
next week, many of these 
detailB are unlikely to be dis- 
closed as both emnparilea Jjave 

agreed to keep most of the 
tems rf the deal secret. 

On a discounted cash flow 
basis, the deal is estimated to 
be worth glSbn today to 
Mack. 

People close to ttte deal said 
that the Swedish group Is 
being forced to pay out such 
large sums berause of the 
success of the jofot viature, 
which dates back to a 1982 
hcdsingpact. 

'Tn I9ffi Astea was a small 
company with no distribution 
in the US,” one said. "To 
achieve that It had to give up 
aH future rights in the world’s 

1nort<Tig pharmfli-aiTfii-alw 

ket Howreer, it may be feir to 
say that the original deal was 
sot very vrell cut by Astra.” 



MeuVenle. Cokirado 


1888: the clifF palace of the Ancestral 
Pueblo people is discovered. 

1997: a ground-breaking new source 
of capital is discovered. 

Hfgh yield debt has crossed the Atlantic and, wrto the hrip 
of Goldman Sachs, companies throughout Europe are 
reaping the benefits of the Euro-denominated market 
From syndicated lending to mezzanine financing to hi^ 
yield debL for leveraged finance, turn to Goldman Sachs 
And unearth a wealth of new financing opportunities. 
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ENGINEERING RNNISH GROUP OPTIMISTIC ON FULL- YEAR RESULT DESPITE LOSS IN FIRST FOUR MONTHS 


Indonesia turmoil puts Metra in the red 


^^^^^jfWS~ D1G E ST 


privatisation 


ny ftufl Mrfiiiir fti iBtfiftiW 


Metra, the Finnish 
engineering, ceramics and 
steel group wfaldi is demerg- 
ing, slid into deficit in the 
first ftHir months as dlesei 
engine sales to indWHSia - 
its largest single market - 
were an but obUterated. 

The gewp said the Asian 
economic crisis had dented 
sales of its heai^-duty diesel 
engineB, used in power plant 
and shipbuilding, pushing 
pro'taz profits of FM48m last 


year into an FM86m (|i€m) 
loss on sales of FM4.3bii. 

7 po: cent 

However, Georg Ehm- 
rooth, chief eaecutive, pre- 
dicted hi^tm* ordtf bodt^ 
and stronger volumes in 
WMifrfrj i jy nwafttai*faH by the 
Asian turmoil would lift ftill- 
year pre-tax profits above 
last year’s FMSdSm. 

‘Taking into account the 
volume and quality of 
the order bookings, we 
believe the whole year will 
show a clear improvement 


ftom last year,” lie said. 

Metre shares, which have 
risen by about 80 per cent 
since the group announced a 
three-way demerger last 
mon^ fhll by FW to FM170. 

The demerger - the first of 
its type in Finland - 
Involves the group being 
aplit into three ind^iendmit 
companies, to be listed on 
the Helsinki stods exdumge. 

These are F^rtsilS MSD, 
one of the world’s leading 
suppliers of industtial diesel 
engines; a bathroom 


maker; and Metra 
Invest, an investment 


company. 

Hr Efamrooth predicted 
wartsila, which has strug- 
gled In the past year or so. 
would rebound &om a 
FH209m operating loss to 
show a ftill-year profit for 
the first time since 1996. * 

He ghwiggod off the threat 
of increased competitkui in 
an already tight market, but 
said the wwtipany was moni- 
toring a recent move by Gen- 
mel Electiic, d the US, into 


Truckmaker MAN keeps to a lonely road 


German company 
ss^ irKlependence 
not at stake despite 
general trend, writes 

Haig Simonian 


T he minnows have been 
devoured, leaving the 
medium-size fish to fisel 
uneasy in the fast-consoli- 
dating trudE indusby. 

Yet the mood at HAN 
NutzEahrzeuge, file German 
commercial vehicles group 
that has been the subject of 
persistent takeover talk, 
appears sanguine despite the 
recent loss of independence 
smaller rivals, such as 

ftof of rtia Nethttlands. 
gTgnc Schubert, 

of tbe truck and bus opna- 
tiem - the bi^est subsidiary 
of a group that also makes 
printing presses and big die- 
sel engines - Is nnmnved. T 
believe HAN is a very Strong 
playm: with eve ry possibility 
of survhring through inter- 
nal growth.” he says. 

For Hr Schubert, chair- 
man since 1996 and fonnetly 
technical director, indepen- 
dence is not in qaestioa. 
MAN’S latest numbers &iq>- 
port his bullish aigtroach. 

The ]?ast 12 months have 
been good to the Munich- 
based company, one of the 
biggest makers of fiill^aiige 
commercial vehicles in 
Europe; unit sales surged 
from just under 41.000 to 
”close to SO.OQO”, he sa^. 
Turnover in the first nine 
months of file jiBBr to June 
30 was up 13 per cent to 
r>U6.2lbn (33L4abn) . and the 
-.order intake has jnsiped 22 


per cent to DM7.]2bn. 

Such growth MAN 

Nutzfidnenge should report 
bumper profits when it 
reveals its 1997-88 results on 
October 20. While sales will 
have increased by about 10 
per cent to ”well over 
DH8.5tm, the rise in profits 
win be sabstantially higher”, 
says Mr Schubert Eamiugs 
before tax amounted to 
DM182m in 199647. 

Mr Schubert does not 
exclude fiie possibility of a 
merger. Crucial to him is 
that any deal should conuile- 
ment MAN’S products and 
geography. Tor us. any deal 
must ariiieve economies of 
scale ^ standardising com- 
ponents. such as cabs, 
engines and traosmissions. 
which require high invest- 
ments,” he says. *31X1 fmr the 
time being. I do not see any 
possibilities. So we are really 
fbeused on maintaining our 
competitiveness and on 
growing.” 

He denies recent reports 
that MAN is in diseussums 
with Reoanlt VI, the truck- 
making subsidiary of 
France’s Renault group. Last 
fnrtnttij ffih tf iiwi y a LEvy, Ren- 
ault VI chief executive, 
stoked the flarnaa by hinthig 
he could be interested in 
worictng with MAN. 

The two companies have 
been dose in tbe past Until 
late 1996, fiiey were n^otia- 
Hng to develop wnaii tzuck 
gn gfnM and httvy tear axles 
together. Sdmbert says 
the talks broke down 
because *^96 didn't see any 
fitia-nrifli advantages Of 
going together*. 

Since then, Renault has 


atiTimifwwd a deal with Daf 
to co-operate on truck cabs, 
and, most recently, a 
ftdl-scale joint ve n t u re whh 
Italy's Iveco on buses and 
coaches. MAN has not been 
invited to join the bus deal 
*?lfe don’t see any immediate 
impact on our activities,” 
says Mr Schubert. ‘Their 
fbcus is on southern Europe, 
where we’re not that strong, 
and it win take them a long 
time to standardise their 
products." 

To titiHorlifM* his gmphflg ift 
that MAN can go it alone, 
Scifanbett notes its share 
of west European sales of 
trucks of more than 6 tonnes 
exceeded 13 per cent last 
year, up flxxn 12.8 per cent 
Che prsvioas year. T hope 
we will be able to maintaiTi 
our position as' Europe's 
number three.” he says. 

The growth stemmed from 
buoyant truck and bus 
demand In Europe, which 
accounts fdr almost 90 per 
cent of MAN'S sales. Ger- 
many. by far the oonqiany's 
biggest mariat moved Into 
top gear, and sales in 
France, sjiam and Austria 
were above eqiecCatlons. 


T he boost has been partio- 
ularly maiked for heavy 
trucks of more than 16 
where MAN Is well 
represented. Such strong 
demand has prompted 
higher output. “We put in a 
second shift in Munich In 
mid-Octobtf and have tried 
to push out as many vehicles 
as possible,” be says. 

The outlook remains 
upbeaL Only in 1999 is MAN 
fn rpsprtng sMie Softening in 
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the gas tuzhioe market. 

W&rtailk. Mr Ehrarooth 
was turning to maTteftts 
in Asia, such as and 
Taiwan, imaffected by tbe 
turmoil that has destaUUsed 
some of the regiem's econc^ 
mies. "We have been hit 
hard by Aria, but we are 
wortlng to correct this,* he 
said. 

Asia aceoDuied Iasi year 
for about 40 per emit of 
^i^itril&'s sales. Indonesia is 
the group's and W&rtsUd’k 
lai^st market, where sales 


totalled merely between 
FMiOm and FM20m in 
first four months, compared 
with full-year revenues of 
FM783m in 1997. 

The Sanitec unit, whum 
operates predominantly in 
Europe, fared better. Operat- 
ing profits climbed fifom 
FM138m to FM156m. Metra 
forecast Sanitec’s full-year 
opo^fing profits would be 
higher than the FMlSGm 
earpi^ last year, based on 
gg peflted turnover of about 
FM3.4bn. 


Sicao bank of Poland 

priced at $1.8bn 

ghtiwM In Pal 


Wish 9owm|^ 

of the countr/stog^ '^ Tf^yaluBg the banka 

cent of »Wto 

$1.8bn an^ hveriora. 

(jornestic reWI and Tbre^ . ^ iho ofhr is to b 


„ iiiarjiari 

" les succe 


*1.0011 Wjtttutional inveswra. 

^ ^ sale of n 35 per cent sake to a 

fKinstnidloo md 


H VusT' 


the west European 

and then only by a modest 

3-4 per cent. 

But iriiile Europe accounts 
fbr the hoik of SIAN'S pres- 
ent sales. Mr Schubert 
thinitg new tnsrkets will 
more InqMrtanL The 
group is Investing hearily in 
new productfon sites to dsed 
emerging Tia*ion«ii maitets 
and act as satellites for 
regUmsl rf«»fnaTi<r 
The first Is in Turkey, 
where MAN has gained con- 
trol of MANAS, a local truck 
atia hns manufacturer, with 
which it has been assodated 
siQoe the nud-iOGQs. 

The German group took 
full control last year and has 
been sliding heavily to 
tbe rtrtmpafty to ^g}- 

ply the.]aige Turkish market 
awS ae a regional base for 
parts of the former Soviet 
Union, the former Yugo- 
slavia, the .Middle East *^4 
parts of Asia. 

MANAS, which has almost 
1,400 employees, can build 
19 to LOOQ buses ^ LSOO 
trucks a year, with the 
prttawHal to lUise that gi gnifi . 
canfiy, says Mr Schubert 
BfANb second big tovest- 
ment has been in Poland, 
vriiere tbe company decked 
in 1996 to build a DM2Sm 
piari f after failed attwnpm at 
local joint ventures. 

Tbe factory, opened last 
December, viJl build low- 
floor dty buses for file local 
and neighbouring markets 
awd assemble tracks fit>m 
kits from Germany. Caqiital- 
ising on low local wage 
rates, tbe fadUty will also 
manuCactuie ingKirtant sob- 
Bompemen ts for MAITS -big 
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BG and RD form alliance 


Comolidalion of the Notdre flnanoW ■ 

S^ther step torrari 

anencM sei^ 

Vices group. Hiary Barnes. Copenhagen 


eaeiUM 


Fortis shares fall further 


V.- 


Shares in Fbrfe A 6 fen for the tWfd ^riiiv^ 5 ^^ 

the financial seivices group confirmed Its pubte offe r far 
diria tie Banque, Belgium’s biggest bank, had 1^ 
by the financial regutetor and would be '£*12®' 

Shares In the group’s Belgian arm, the ttsySw 

bid far the hank, fell a farfter BFr200 to BFr9,310 yesterday - 
^afast Friday’s dose of BFrlO,47S - amid eoncems that Fo^ 

tia was paying too much. ^ . 

Maurice IJppens. Ftorlis AG chairman, saW Fortis s new 
offer, wWch vduea the bank at $13bn. was ”dear. but not too 
much*. Nai Budday, Bnissals 
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INroRMATION TECHNOLOGY 


Infostrada in Italia deal 


PuBih i ppre a eh; Klsui Schd>art. e ha fre u m of MWi truck d tete ipn 


Sal^tter truck and bus 
piwwt in northern Germany. 

While the focus for the 
Polish factory win be mainly 
local, MAN’S latest venture 
at Minsk In neighhouring 
Belarus is directed firmly 
towards east. The 
company has set up two 
majority-owned joint ven- 
tures to bufid and sen trucks 
-'almost all to Russia, wifii 


which Belaros has a custesns 
onion. If s a strategy to dip 
our toe into the Rnsmari 
TTtartajfc, " says Ifr Sduibert 
In MAN Wi ght con- 
sider working , directly yrtth 
one of Rnssia's own big but 
deoepit trockmakets. Tf s a 
risk, but the roles are being 
cast now,” Mr Schubert 
adds. ‘V ypa ydn oonld 
ndfiS^^B tSftffigl&hever;”' 


fc i fasliad a . the fafamtadon taehrtotogy company joinHy owned 
by Olivatti and M ann e sma nn, yesterday signed an intareon- 
neeUon agreement with Telecom ItaRa, under which infbstrar 
da's servicea should start to become fiiBy opentional over the 
neDd few weeks. James BBIz. RrNna 
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TVK to seek New York listing 


Shareholder in TVK. the Hungarian petrochemicals company, 
voted yesterday to seek a Bsting on the New York Stordc 
Ejcchange. IVK would be the second Hungarian company to 
list there aftar Telco Malav. Keeiar Eddy, Buiiapest 


Aegon to make at 
least FI Ibn profit 
on bank disposal 


WIND ready to 
take up Italian 
mobile challenge 


ri-'* '.''feailil 

- 
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A^o. tbe Dutch insurance 
company, is to leave Inveet- 
ment banking with tbe sale 
of tbe Amsterdam-based 
Bank Labouebere far a book 
profit of at least Fl Ibn 
(ISOOin). 

TTae buyer is ACT, a listed 
, marketmaker in equities, 
bouls and detvatives. 

Bankers said tbe deal 
conld pro mpt further mag- 
ma between marketmakes 
and brokers. 

The tvro companies said 
yesterday that the merged 
entity wouM be able to 
expand rapidly intanation- 
ally while reducing costs. 

Tbs emageoce of a sinrie 
currency in Europe called 
for e strong treding position 
combined with distribution 
capacity, they added. Capital 
adequacy requirements for 
clearing and settlement 
would also come down. 

Bank AOT Labouchere, as 
it is to be known, will rank 
behind the country’s large 
retail banking groups in the 
Dutch securities markets. 

AOT wifi trriile its issued 
equity to 14.2m shares, plac- 
ing these with Aegon end 
existing shareholders, to 


take over an institution 
which, with assets of 
F18.27bn. Is more than 10 
times Its size. 

Aegon wifi' have an initial 
F7 ps* cent of file combined 
(deration but planB to place 
the bulk of this wHb other 
investors, retaining a stake 
of between lO and 25 per 
cent The QffeHwgs are. due 
to take place in tbe third 
qnarter. 

Shares in Aegon fen Fl 220 
to FI 160.70. It said its policy 
meant it would credit the 
proceeds to shareholders' 
funds rather than as an 

m tl Hn wWiiaiy gain 

It maintained its earnings 
Ibrecasts. 

Tbe amount received 
depends on AOT Labouchere 
profits this year and Its 
share price. 

AOT shares jumped 
71SL90toF1146ga 

Ihe cotppanies said first- 
half net earnings should 
stand at a profanna F195m. 
Labouebere made Fl 78.2m 
proBts in 1967; AOT made 
Fl46.fen. 

Aegon said the sate would 
enable it to conce n tr at e on 
its core activities of life 
assurance, savings, pensicais 
and investment products. 


By James Bib k Rome 


WIND, the Italian. French 
and German telecoms con- 
sortium, yesterday cele- 
brated winning Ital/s third 
mobile phone licence by 
claiming it was tbe most 
dangerous competitor to 
market leader Tefecoffl Italia 
Mobile. 

Tbe new entrant to tbe 
highly competitive market is 
capable of significant invest- 
ments Qiat could Phanangitt 
TIM, but the two ipgtn^ con- 
Bortia expressed aieappcrin t- 
ment that the licence, 
awarded on Tuesday, bad 
gene to a consortium with 
strong links to the Italian 
state. 

Picienne, me of Uie two 
losing tesTos - whose wigrt>- 
bers include British Tele- 

i-fMnmTiTricat^Ppg _ yesterday 

eaqui tcuw l anger at tbe way 
tbe contest hart been run. It 
said it would riamawri details 
of tile analysis made by tiie 
government's advisers. 

The winning consortiam is 
SI per cent owned by 
the Italian electricity giant 
which is 100 per cent owned 
by tile Italian govenunent. 

Enel’s two other partners 
are France Tel^m and 


Deutsche Telekom, both Qf^|: 
which have been aeelrimr a^ V 


-.1 


which have been seeking a 
fbotiiold in tiie lucrative Ital- 
ian mobile phone market 

Mario CiteUi, managiiy 
director of telecmns analysts 
Reseau. said: ”Tbe [WIND] 
partners have a lot of money 
and a lot of technical ability 
and will be able to chaneng a 
Telecom Italia when it 
comes to convergence 
between fixed and mobile 
services.” 

Peter Richardson, seniw 
analyst with Dataqnest in 
the UK, agreed. ‘TTiere is a 
very good track record of 
strong performances by 
tiiird mobile licence boldos. 
Tbe French and German 
partners in tbe cooscrtiiim* 
both have very aggressive 
mobile subsidiartes in tinrir 
own countries.” 

However, Mr like 

other analysts, said WIND 
seemed to have miudi less 
marketing exptelence. thin 
the two Othtf t«r>w^,;«rrta 

’Tt's a pity, because one d 
the thingg 2 innhila 
market needs is new open- 
tors with a new stjto and a 
diffemt way of doing busi- 
oess. You dm’t get this with 
a rather more conser v ative 
consortium of this kind.” 
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TTie Randfontein Estates Gold hCnin. Companv. 
Witwatersrand, Limited 

R ^ i w i iilu B otaberOI/OOSSI/OG 

Western Areas Gold Mining Compai^ f 
Rcgtaata mnber 59/On09/06 

«oOi cMB^iilB woipanied in the 
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NOTICE TO SBAKEHOLDERS 




PnM !£•$ jinciR* and 
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flewrk tfsnkui; 


Due to tbe need to retain adm naf c*-i, c. ^ ^ " 
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^ Tbn But in HelAiki 

Shares in Raialo yesterday 
rose more than s per cent 
4fter the Hnnish food and 
chemicals group hailed 
Benecol, its revolutionary 
hbolesterol'busting marg }^. 
line, as the main factor 
behind sharply increased 
profits. 

The company said Ran*^- 
jcoI, which reduces choles- 
terol in the bloodstream, 
contributed, the lion's share 
of pre-tax profits, which 
more than doubled to 
FMl64.9m ($S0.5m) in the 
first four nmntb^ aS the year. 

Profits Jumped from 
FM69.4m last Hma following 
a FM135.1m gain at BenecOl, 
due largely to advance tdsi^ 
hetlng payments from John- 
son & Jtitmsosx, tbe US eon- 
sumer products group that 
has acquired the worldwide 
licence ihr tbe margarine. 

Raislo's shares, which 
have risen 16-fold since 
Benecol was launched In 
1995. closed up FM60 at 
ITMaSO la W Aidnlri. 

The company, reporting 
-Benecol as a separate divi- 
sion Ibr the first time, said it 
was planning to step up pro- 
duction of stanol ester, tbe 
■key plant-based raw material 
fn tbe margarine. 

In the tJS, where some 
lOOm people are estimated to 
suffer from excess choles- 


taol, Btanal ester will be 
produced at a new plant in 
Charleston, South Carolina, 
which is . due to anne on 
stream early year. 

In Finland, where BenecOl 
was first the ma3> 

garine bas captured 12,5 per 
cant of the market, even 
thou^ it costs seven times 
more than ordinary 

"If J&J wins a big slice of 
the Mnth American market 
for Benectil. this could prove 
one of the biggest bloeUrast- 
ers in the food industry,” 
one analyst said yesterday. 

Ralsio, meanwhile, said 
academic studies had -con- 
firmed the cholesterol- 
cutting benefits of stanol 
ester had no iiarmftii slde^ 
effects. 

McNeil, J&j*s consumer 
products sub^diaay, ia 
paring to launrii the marga- 
rine In the US. western 
Europe and Japan, but Rai- 
slo warned investors not m 
expect substantial sales 

TTWvwntt until lOQfl 

‘niis year. Raislo predicted 
group sales would reach 
FMsibn, up fitim ms.l1m 
in 1997. 

Of the group's FMlflOm 
tqrerat^ profits in the fiiur 
mrmthg tO AprQ SO, 
contributed 75 per cent, 
while total turnover rose 
from FBllATbn to FMl.79lm. 

Earnings per share jumped 
fium FM2.68 to FM7.09. 
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Unova to buy 
R & B Machine 
•Tool group 




tv>i M seek New MW. 


■ I . r rrs-i'r'j; 

i. •' fT."» 

»(«kr(3h Ml 


W IND read)! 
i.ik.- up If* 
ini’l’ilc ch* 


By Mar Htafrii 

.. .! Unova, the US’s biggest 

TTuichine tool cozopany. is to 
iff acquire a gmaiTcr US maker 

of specialist production 
'cr: equipment 

In a deal finalised this 
rr' week/Unorva is taking over 

■ lIlchig^<'ha8#dT %'AB 
Machine Tool, a miakar of 
tranafSer lines ibr small 
..o vdxlcle parts sueh-.as bntke 

\ [ oosgiODarts, R&B 4s a pii- 

' *' vate wnnra"T vrtth annual 

' Bales of tSOm. Unova is not 

nf. disclosing the price of' the 

^l| deal but analysts have val- 

ued R&B at about 68(hn. 
Unova, spun odt of tbe 
3]]. ^bsterii Atlas industrial 

^i}>' group in October 1997, 

• Inteods to ^tegrate R&B 

f)|itito its worldwide 
'^operations, ngiklng produc- 
'Von lines and ynadiine toida 

.V fmaraQgeofcarparts. 

r' The acquisition follows a 
iSeries of takeovers In the 
'World's $40bn-a-year 
machine tool industry, 
iWhoae biggest customers are 
4r(nn the automotive busi- 
fttoaai. In the largest of these 
Thyssen of Gennany 
•teu^xt ftWittwg a St Lewis, a 
large US machine tool 
"fiiakm:, for $67^ last year, 
'creating one of tbe worid’s 


biggest tool groups with 
Htmiiai sales of about $Um. 

The acqnisltiaDS represent 
consolidatim both among 

- nar pnalTfiins aod SiqqdleiS Of 

vehicle partL In the tdgg^ 
illustration ' of this trend, 
DalznleivBenz mid Chrysler 
agreed lest masitb to merge 

a lAibh d^^^ I 

. Some of tbe lugger compa- 
nies in- machliy- tools, a i 
• highly tragmiented hidustry ! 
4 comprising abi>ut 5,000 
mainly email businessee, 
have reasoned that they 
should fit in frith thMO 
moves tfarootfr ccbsoltdirttan 
deals of their own. 

; Clayton WUiamB, head of 
Unova’s industrilBl automa- 
tion dtvhdaD.'said tiie aequt- 
sltion of R&B , was "an 
inqMstant strategic move”. It 
would mean Unova, with 
sales of madilnB tot^ mid 
related systems, of about 
ysOOm ayear, would be able 
to extend - its transfer 
systems to ’ make parts 
beyond the capabilities of its 
existing maebdnes. 

World sales of trsnafer 
'systems, mainly for the car 
industry, account for an esti- 
mated S55bn a year. Unova 
is one of tbe world’s biggest 
producers of these si^tems, 
which can cost vqi to glfiOm. 


^vals protest at 
Matav bid for 


local operator 


By Kastar Eddy fn Budapest 

J • ••••«• 

■ '/-■ ■ ZiOcal teteidKme operators-in 
-Sungary are accusing ^ 
*'1'' government of allowing 

.'V-' Matav, the -privatised tele- 

- Communications group, to 
claw back control of the 
eector, 

• Some local operators, or 
y \ ■ LTOs, are concerned that 
Matav will become even 
jli more dominant - and that 
lmA reduced competition will 
^’^nsult in prices. 

also dalm that gov- 
enunent regulations allow 
Matav to dmrge high int^ 
connection fees, further 
' weakening their position 
and forcing independent 
LTOs to adl to the national 

carrier. 

"The whole concept of 
leaking up the monopefly is 
Sow being reversed," said 
Peter Stehureich, commum- 
' ' cations director of Monor 
IMecom. a US-owned LTO. 

. ■ ■ The latest dispute m 

- talked by BfiitaVs ^9m bid 

for 95 per cent stake in Jasz- 
itti, the country’s smallest 
LTQ with 25,000 lines. Jasa- 
is Jointly owned by PTT 
.V ^^feto eom Netherlands snd 
TP^foacom 

: The break-up of Hungary's 
. -J ° fok^iOBe ^stem resulted .in - 
n ■ -.’five independent operators 


t?»irtng over 16 of the coun- ' 
try's 64 primary areas on a 
concession basis, with the 
remaining areas staying 
under Matava direct or indi- 
rect cuntroL 

Matav now controls about 
cff almost 80 per cent, 
of Hungary’s telephone lines, 
including the lucrative 

Budapest market. . 

The LTOs pay Matav 
about SO pm cent of reve- 
nues for intematibnal and 
long calls, about 

double - tbe International 

Donn. 

"We estiiqate tbe LTOs 
subsidise Matav with, 
between $40m and $50m 
annually in unJustmed 
fiansmlsmoii fees,” said Ias 
N emethy, managing dlrectw. 
CG Sat Hungary, part oftha 
French group that . was 

beaten by Matav In tbe Jasz- 

tel bid. c 

The poor profitability 01 
LTQs has led at- least one 
into preparatory ttlto wra 
Matav over a sale, -he 
^eged. "If Matav efiminates 
the competition, in the aad It 
will be the customer who 
nays." Mr Nonethy saii 
*Mat8v argues the tokfr 
met. If It gogJl mu^ te 
insignificant in. terms of 
altSing’.the balance of 

power. 




ESTERTAIMMENT FORMER SONGWRITER LIKELY TO BECOME WORLD'S TOP RECORD EXECUTIVE 




Seagram to promote Morris 


Salzrittef 
east ' 


ByAIOBAMSIbont - - 

Seagram is expected soon to 
announce tinu Dong Morris, 
chairman of its Universal 
Musk gfosidiary, is to take 
charge of its worldwide 
music Intareefo after tbe 
aiO.Sbn acquisition - of 
PotytMam, the Dutch music 
company. ' 

IheaigidiJtBient'wiH turn 
Mr lAotris, 50, a former song- 
writm who co-wrote Sueat 
Talkin' Oay, into the world’s 
most powetftd reootd eseec- 
tive. PtAyGram and Univm^ 
sal eonnnana as pv 

cent of the $88bn global 
BMirie market ana represent 
scores at stars ineh^iny ua; 
Bede and Bon JovL 

Alain Levy, the Runch- 
boni executive vriio hae »a 
PolyGram since 1989 end 
orehtftraled its rise into tiie 
largest European-owned 
twifcii* wit,\ company, is 
expected toleave the gnsm. 

Seagram, which agreed 
terms last month to buy 
IfolyGrain.frpKB Hifilps, Its 
7S per dUrebolder, Is 
pr^artng a formal state- 
ment to wnniHinK^ Mr Mm- 
ris's appointment. He will 
report to Frank Bkmdi and 
Ron Meyer, ebalnnan and 
prealdeDi respectively of Sea- 
gram's Universal Studios 
subsidiary. 


The genial Mr Morris is a 
popular figure in the- muMc 
businesa, and fo credited 
with baring turned Univc^ 
sal Music into one of the 
mMt dynamic US record 
camfanieti rinro Blrival 
three years ago. 

However, Umvetsal is by 
far the. smallest of the 
world's "big six" music 
groups ottiside Nortb AlDe^ 
lea. aim Mr Morris has rela- 
tively tittle e^ierienee of the 
music business hi Europe, 
Asia and lAtis America. 
Wlure PdyGram Is the mar- 
ket leader. 

Mr Moiris faces a tough 
task In orchestrating the 
merger of PolyGram with 
Universal Muai^ from whidi 
Seag i’' iuu hopes to secure up 
to asoom in snnual cost 
savings within two yesrs, 
mostly by stsff. 

He must also raise morale 
among PdyGram's dispirited 

. reemd executives, who were 
accustomed to running the 
biggest division of a publicly 
qiu^sd company and were 
duly given 24 home notice 
that Philips was selling 
its stake, 

- Seagram cannot start to 
raei^ tbe two compuiles 
until It has secured clear- 
ance from US and European 
asti-Crust authorities, friiicb 
will take four to six months. 



steel group 
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During that period, Poly- 
Gram and Universal risk los- 
ing market share because 
they may find It hard to sign 
new acts or clinch distribu- 
tion deals with Indepeodent 
record iabds. 


Other iwuWwiitimiti music 
groups, notably Sony, 
Warner and Bertelsmann, 
hope to profit bom the delay 
by market share and 

poaching senior PolyGram 
executives. 


Salzgitter. the German steel 
company which has been 
traded on the Frankfurt 
stock exchange since tbe 
start (rf this month, is intn^ 
ested in taking over Bko 
Stahl, tbe eastern German 
steel group 60 per cent 
owned by Belgium's Cocke^ 
fll Sambre. 

It followed news this week 
that four companies, includ- 
ing Geimany’s Thyssen 
Ri^p. were interested in 
biddi:^ for the entire Cock- 
erifi group. 5a2%itier said its 
takeover of Bko "could make 
considerable senscT. 

Salxgitter, previously 
known as Preussag StaU. 
was bou^t in Febnuizy end 
listed on the stock exchange 
by the Lower Saxony state 
govemmeot amid fears of a 
possible foreign takeover. 

Gerhard Seforbder. Lower 
Saxony's prime minister, is 
Social Democrat chancellor 
candidate for September’s 
federal elections. 

Salxgltter’s statement 
came as a surprise to CckA- 
erUl. whlrii said it had no 


intmtfon' of selling Eko 
Stahl i separately. That 
heighten^ speculation that 
Salz'giiter’s- move was 
Intended 'to lay down a 
marker In-caeo those groups 
seeking to' buy Cockerill con- 
sidered a ^t up. 

Salzgitter said its 
approach was "at an ea^ 
stage" that no concrete 
negotiations bad begun. It 
already has co-operation 
agreements with Eko. 

CocheriU shares closed up 
a fUrti^r BFn4 to BD356^ 
buoyed by the prospects of a 
bidding war for the group. 

Mom than DMibn nseom) 
has been spent on moderni- 
sing Bko Stahl since Cocker 
iU acquired a 80 per cent 
stake in 19^ Eko, bosed in 
Brandtsiburs. la eiqiected to 
break aven or make a profit 
this year. 

Cockerill said a fiirther 
BFr4bn (|i09ml would be 
spent on a hot-dlp galvanla- 
ing line, to be combed by 
1999, which will provide 
products for the motor 
industry. Its hot rtilUng mill 
was opened officially last 
summer by Helmut Kohl, 
German chancellor. 


B.inkcv.s incri;i.-s will) 

AjfX. Bi'uvvii iS. Son-;., 
\iiu-ni.;i’s olik'si invi'-iiniciit bank 



The right combination unlocks 
value around the world. 

Foi OU-' yrr ^ T'ur-;! 

A Bankers Trust 

■' ' innoi-a^ dobn T/ c '/p; 

We've MOV.' pioneered S0Tek';ng even creceor 



'T 








Id 


By Louise) 
inSaa Ran 

Intel wil 
charges G 
Trade Coi 
sar>' appe 
court to 
mission. 
nen’Iy app 

tive of U 
manufacti 
visit to TV 
The wo 
maker. Ini 
abusing it: 
coercing s 
ers in the 



ByGeraidE 
in wasbtagl 

A few 
BepubJica; 

to rel 
in this ai 
.'ongrcssic 
IT past 
mide, thi 
?c a bun 
larty in 
?.\pect to • 
)n both b 
von emp 
md retair 
For ont 
rould rei 
:am from 
wing ag: 
ontrol of 
Further 
ng air ol 
Vhite Hi 
] ore se.v 
als, shot 
ide in R 
liey belie 
It seen 
le party 
le House 
te woul 
rospects 
Ians an 

TODg l£ 

resident 
But as 
lary coc 
lontb a 
id cam 
umest f< 
ons. the 
oot^ R 
pated. 
Trouble 


mni 

4; 

fb 

in 

Gwen 


iC coni 
istralu 
V.-! fue 
■day 
ky - 
‘vitabi 
(fs nu 
nt to 
At I 
thorit 
V' timi 

ntar) 
sposcc 
itrovc 
hts b 
inton 
:hin 
itougi 
to t 
i* yc: 
'he 
isicd 
povo 
erso 
and . 
ched 
cst r 

larly 
cy 1 
h of 
owin 
’ of.i 

0 by 

1SU7E 

ervo 
cc: 
iount 
QF a 
lefon 

UT 

km 

icy. 

: ui 
? tfa 
•-C la- 
port 
este 
•ely 
lom 
[ th( 
lore 
dy } 
pr 

ark 
3d s 

:S 0 

-cas 
s p 
is 


18 


THURSDAY JUNE 1 1 19« 
financial TlMEb THUi^a 


COMPANIES & FINANCE: ASIA-PACIFIC 


INDONESIA STATE-OWNED CARRIER CONSIDERS MOVE TO STAVE OFF INSOLVENCY 



Garuda plans to return leased aircraft 


By Satder liMeiMS taJalcarta 

Garuda Indonesia, the 
stateowned airline, said yes- 
terday it may return of 
its fleet to leasing compa* 
Dies, sell assets and termi- 
nate contracts with Suharto 
family businesses U>,avoid 
being grounded ^tt^iber. 

The airline is taking the 
measures to stave off insol- 
vency and possible conGsea- 
tion of its aircraft by the 
tftasing companies. 

Faced with 500 employees 

protesting against possible 
lay-offs, president director 
Mr Soepandi said Garuda 
would return leased aircraft 
and rely only on the aircraft 
it owned. 

The company insisted tliat 
so far it had only decided to 
return nina of its 30 leased 
aircraft, out of a total fleet of 
58, but conceded that with 
more than half of its S20Qm 
debt overdue and a load fac- 
tor of under 40 per cent, 
more may be returned soon. 
Sis McDonnell Donglas 
aircraft are to go back to 
the leasing company nest 
week. 

Garuda said it had no 
plans to lay off any of the 
13.600-strong workforce. 

iTiataari. R hoped tO Spin Off 
its eata-ing service anH sell 
hotels and other assets. Gar- 
uda is not among the 12 
state enterprises slated for 
privatisatioa but it said it 


was talking to a potential 
Investor. 

Indonesian airlines have 
been hit hard by the collapse 
of the mpiah and the ensu- 
ing econonuc aim as they 
have high debt and eqiendl- 
tures in foreign currency, 
yet their income is mainly in 
rupiah. State enterprises 
have proven particularly 
vulnerable because of low 
prices, large labour forces 
and reliance on over-priced 
contractors tied to former 
president Suharto. 

Garuda operates both 
international and domestic 
services. Its domestic market 
has sn&red from Indones- 
ians switching to txains as 
inflation ate into their 
income and companies 
closed, while a 37 per cent 
Care increase in May scared 
off more. 

International tra£5c has 
also suffered in the r^ional 
do wntur n. Fuel prices have 
risen and the dollar cost of 
leases, maintenance and 
spare parts of aircraft has 
ballooned. 

Sempatl Air, a private 
domestic airline controlled 
by Mr Snharto’s youngest 
son, st(^)ped operations last 
we^ and at least two of the 
£our remaining domestic air- 
lines are eiqiected to fbllow. 
Indonesia’s other state 
domestic airline, Merpati 
Nnsantara, has cancelled 
many scheduled fliihts. 



rant i r h iiiiHi finmrti ntnff p ml m i l y n i ln n l iiy mitsirtn thn rnmpiii]f*[i h not f n n r st n m noilniir po e iBile lay tint 


ReutBR 


Mr Soepandi said contracts 
with bushieeses connected to 
the Suharto Earnlly would be 
cancelled. Mr Pujobroto, 
Garuda spokesman, added 
that a review had revealed 
contracts for services soch 
as cargo, insurance and 


ground eq,nhimmit operated 
by ivttnpantpa controlled by 
Mr Suharto’s second son. 
Two cS Garoda’s agents in 
Japan and the US were tied 
to the Suharto family as 
weD. 

“These were contracts 


which made Garada ineffi- 
cient,” be said. “We may 
find more." 

Tami Abeng; minister ftr 
state entmpiises, earlier this 
weA rated out a bail-ont by 
the government and said 
Garuda would need to find a 


fnrraig n investOT awH restru& 
tore quickly. He warned its 
airaaft could be oonflscated 
abroad if it did not pay its 
ddds soon. 

He he would *v>ake 
Garuda’s board of directras 
soim. 


Peregrine unit creditors may 
recoup 40% of their exposure 


By Uadse Lucas in Hong Kong 

Creditors of Peregrine 
Derivatives, one of the 200 
companies within the col- 
lapsed Asian investment 
bank, are expected to recoiv 
up to 40 per cent of their 
aggregate HK$2.5bn 
(US$323m) expraure, the pro- 
visional liquidators said 
yesterday. 

Addressing creditors at 
the first big meeting since 
the investment bank folded, 
the provi^onal liquidators 
said they had recovered 
HK$403m up to May 31, after 
deducting expenses. 

Liabilities at January 13, 
when the company col* 
lapsed, stood at HI^2.2bn, 
while total assets came to 


HE$2bn. One of the biggest 
creditors is toe parent oom- 
pany. Per^rine Investmmit. 
^ch is owed HK|913m, or 
36 per cent of the total 

However, a statement of 
affairs to May 19 showed 
that realisable assets stood 
at HEglbn, ^riiich is sharply 
lower than the HEt2Jto lia- 
bilities and su^ests a divi- 
dend payout of aboift 40 per 
cent. 

Stephen Caswell - who, 
with his colleagues at Price 
Waterhouse, was officially 
appointed liquidate' by the 
creditors yesterday - esti- 
mated the dividend rai^ 
would be between 20 per 
cent and 40 per cent The 
bottom end of the rai^ is in 
effect supported by cash 


already in hand. The first 
payment is expected iritoin 
toe 12 Hwwirtia. 

Fer^rine Derivatives is 
the first unit of Per^iine to 
have its financial position 
made public. Farther meet- 
ings today, and tomorrow 
wQl onvdl the pomtions at 
the fixed-mcome aim and at 
the parent company. 

About 100 pet^le attended 
yesterday’s meeting. None of 
the creditors questioned Per- 
egrine directors who 
attended the meeting. 

The total exposure of the 
Per^rlne group has been 
put at US$3hn by one of the 
provisiODal liquidators, and 
recovery of part of these 
funds is expected to be a 
long and comptex iHt)cess. 


David Hague, one of tibe 
liquidators, said: “Liquzda- 
tioDS of this type are unpreo- 
edented in finanriai sendees 
in Aaa. It is one of the larg- 
est in Hong Kong, both in 

termiS of the nnnihflr of joriS- 

dictions and the complexi- 
ties involved." 

One of the problems vriiich 
emerged in the case Pere- 
grine Derivatives was the 
creation of special purpose 
vehicles, to dre am ve nt 
eign ownership restrictions 
and awdd witoholdlng tax. 
These vehicles a number 
of back-tb-back contracts 
with Per^Tlne Derivatives, 
but 6ff<Hls to unwind toem 
w;ere frustrated by difl ier en t 
rp ghwpH and the fact 
Hmf Htaff had already jpft 


Insurers move on NCB loans 


By GBan Tett In Tidcyo 

Ten Japanese insurance 
companies yesterday indi- 
cated they would restructure 
toeir loans to Nippon Credit 
Bank, the long-term credit 
bank. 

The move follows a 
request by NCB to 22 insur- 
ers for the deadline for 
Y217.5bn (SlAbnl in subordi- 
nated loans to be extended. 
It has to date received 
replies from 13. 

One of the three to have 
refused NCB's request for 
rescheduling was Asahi Life, 
and industry observers 
warned that other life assur- 
ance groups may follow suiL 

NCB yesterday said; 
"Some groups are saying 


yes, some no. but we don’t 
know the full result yet” 

Ihe mixed response dem- 
onstrates the changes in 
Japan's nnancial sector. 
Insurance companies and 
h anks have traditionally 
moved together in a singde 
group - known as the "con- 
voy" system - but this is 
fragmenting under competi- 
tive pressure. This in torn is 
contributing to market 
unease about weaker finan- 
cial groups and helped to 
trigger further tells in some 
banking shares yesterday. 

The share price of I^g 
Term Credit Bank fell Y4 in 
heavy trading to close at 
Y163, aft« sliding sharply in 
recent days. Dai-lchi Kangyo 
feU Y62 to YT?0. whUe Sak- 


ura Bank declined Y26 to 
close at Y386. Daiwa Bank 
feU YIO to Y235. and Fuji 
Bank slid Y23 to Y5G2. NCB 
tell Y1 to dose at y]21. 

NCB insists it will not tece 
any immediate funding 
squeeze if the insurers 
refuse to reschedule the 
loans. Instead. It says it 
wants to implement a 
restructuring to isqirove its 
cental adequacy ratio under 
Bank for International Set- 
tlement rules. 

It has asked the insurance 
companies to extend about 
60 per cent of the loans 
which have terms of 
between one and five years 
until June 2005. This 
would give them a larger 
weight in the calculation 


oi capital under BIS roles. 

NCB’s request provoked 
dismay among some insur- 
ance groups, which are 
tomnselves under increasing 
pressure. Insurers are also 
becoming more cautious 
' about credit risk after 
suffering losses from recent 
banking and brokerage 
collapses. 

Earlier this month, it 
emerged that Yamaichi 
Securities, the broker vtoich 
collapsed last November, 
would not be able to repay 
the Y43bn in subordinated 
loans it had received from 
insurance companies. 

Meanwhile, the collapse 
of Sanyo Securities last 
year also resulted In 
deteults. 


Burns Pliilp hit 
as Australian 
dollar tumbles 


By Gwen RdMbioi 
teSydney 


Bums Pbflp, the Anstnlian 
food group, yesterday 
anerged as fhe first big loser 
of the Australian dcdlaifs ten 
to a 12-year low, when it 
btemed toe ctorency’s ^e 
fto* a A$200m increese in its 
debt, to nearly AglASbn 
(US|826m). 

In contrast, shares in 
News Coiporatlon, Rupert 
Murdoch’s media empire 
whidi has substantial earn- 
ings from offshore 
apnations and relativelT low 
exposure to Australia’s tum- 
bling currency, rose 14 cents 
to A310.14. The group has 
also awTianrM^ plans to buy 
a stake in Talk Radio, a UR 
radio station. 

Burns Phih* stack tumbled 
to an all-time low 3A cents 
yesterday, befme recovering 
to 4.6 cents, down 4.9 cents 
from the previous ^ and 
wen off its year-earlier level 
Gf Ag2A0. 

Analysts said the groin's 
losses could be even laiger. 
The admission was seal as 
fuitiier evidence the all- 
tog Pwmpany wOUld &11 to 
its restructuring and refi- 
nancing pfaUB 

Following the announce- 
ment, Standard & Potx's, Ihe 
US ratings agency, down- 
gn^ed Burns Philp’s debt 
rati^ to CCC from B, citing 
the impact of the cunoicy’s ' 
tell on toe group’s bahuice 
sheet 

S&P also questioned 
whether Borns Fhilp’s 
banks, led by Westpae, 
would fhrthm: extend a debt 



gfamdfitni agremnent 

Under the agreement, 
udddi was reached late last 
year hag been extended 
twice, Burns Pbilp gained 
r^ef ftom repaying princi- 
pal <m its estimated AS1.5bD 
debt 

The company said last 
month it was trying to raise 
A|600m toroogh a A$300m 
recapitalisation and the sate 
d ncm-core assets. However, 
analysts said that even if the 
plan succeeded, levels 
would remain at about 
ASlbn. 

Burns Philp said It had 
partially beciged its exposure 
to a 'tell to tho Australian 
dcdlar in early May, and that 
its gross debt would be par- 
tially ofiiset by A$123m 
received from asset sales. 

But analysts said the 
groiqp was being “tom to 
pieces” by a sharply depred- 
ating currency, high US dot 
lar^denominated debt, con- 
tfnnipg losses and. high 
lestructurtog costs. 
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fS be ginning . The CFA chaiterhoiders' tireless pursifit of knovriedge ensures 
" that they meet the most demanding levels of ccxnpetence and ezcdlence. 

A universal symbol for professfonal standards and {»1nd{ries, the charter is 
sponsored by the Association for Investment Management and Research. AIMR also 
offers other professional development programs derigned to adiieve hi^ier standards tor 
CFA chaiterhoiders, their employers and tbdr cUats. 
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Espirito Santo Financial Group SJ^ 

(Fonnerty Espbtto Santo Rnanclal Holdng S.A) 

ECU1 35,000,000 

8 3/4 per cent ConvadUe Bonds due 2003 
. (the “Bonds') 

TTw trust dsBd dated lOthAprfl 1991 eenstlkilfngttw Bonds prowdes 
tor the Thisiee to ettea to apply, in subscitolng for shares at the 
conversion price appKeable on 22nd Mey 1d9d. the principal In 
respect of suWi Bonds whieh were not presented tor ledemp ti oii 
brtoie nidi dale and to seH the shares arising tharafiom tor the 
benefit o> Bondholdeis. ' 

The Trustee iscently rsoeiwsd a staternant horn a flnanetaradvtosr 
confining ttitt the exercise of conversion rights and sale of shares 
arising on conversion would be in Ihe interests el BandtoMere. 
Accortlngly the Trustea saeMised the eorwwsion ri^ atbeimg to 
the Bettes and arranged tor the shares allated on cenveraton » ba 
sold on behalf of the Bondhoktere and oonveited Into ECU. 

BomtooldefB who did not exetclN their conversion rights should 
contact the offiee of Principal Paying and Cenveralon Agent 

Ceupona wil become voM unlets pr osante d for payment within a 
pariod of 5 yean from the talevwit date (as dafined In CqndMon 11). 
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IMon Bank of Bwitaertand, 

Bahrtie(8irBsw45 
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THAILAND — 

PTT sets price for oil 
subsidiary sell-off 

37. s.a«s » ^ « 

Goldman Sachs. CS Rrsl Bos ^ ^ 

th, 300 !»«. h m™ 

Soft and the •nml Stock market was going 

dedtoed nearly 40 per cent m the ^ 

.HI*- wai 

half Of it Will go to finance operations in Bumwandtire 
of Thailand. The other half sirill go to Its cash-strapped parent 

S^cuhties »iJl act as a 
hir^stock until July 9 to stabilise the 
a share. Some analysts expect the share 
after that time unless overall conditions wTIigaito 

The capital ralsirtg by FTIH^ was toe 

by a non-finreidal listed Thai company since the country’s 
economic crisis hit with fores test ^ ^ 

After the sale is compieted, PTTs stake m PTTEP wB be 
reduced to 61 per cent from 71 per cent 
Ted Bardacke, Bangkok 
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PAL to replace striking pilots *i( 

PWHppIne Airlines yesterday began hiring permanent rep te^ 
ments far Rs striking pilots as toe pitots union voi^ to fgit 
toe saddngs. The government’s labour department ruled that 
toe 620 ptiols were considered to have “abandoned their 
jobs* after they ignored a directive to return to work by Tues- 
day nighL . ^ ^ 

The sbike yesterday entered Its sixth day, with only 25 
pilots flying 20 per cent of routes. 

Rorendo Umall. toe union spokesman, said it would "pur- 
sue toe necessary st^re” to fight the hiring of new pilots. He 
would not say if toe union was taking legal action, only 
Streep that sacking toe pilots without due process was lUe- 
gaL 

The strike was triggered by PAL's pofey to retire 200 pOots 
who had reached 20 years' service. 

The airline, spinning into the rad because of the Asian eco- 
,nomk: crisis, had moved to downsira optfations and cut staff 
by 40 per cent Cresenciano Trsyano, labour secretary, vowed 
he would exert all efforts to bring both sides back to the 
negot i ating table. Abby Tan, Manila 
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FINANCIAL SERVICES 


Thai bank plans new issue 

Thai MiHtary Bank said yesterday It ^vas (rianntog to double Its 
registered capital to Bt24bn ^60m) durtog toe three-year 
period from 1998 to 2000 by issutog 12m new shares at Bt10 
per share. 

ChEiirman General Chetta Thanajaro, head of ThaBand’s 
army, said the military and police. wNrto together own about 
40 per cent of the bank, would not be able to buy the new 
shares but were hr^ing that they' could remain the bank’s 
largest single shareholder. 

The bank said that de^ite the frian, submitted to the cen- 
tral bank to May. K did not have to raise capital tots year to 
meet the central bank’s tough new provistoning standards. It 
said it would seek foreign investors after Thailand issued its 
sovereign bond this summer. 

The bank raised Bt5bn earlier this year. 

According to brokerage Merrill Lynch, additional capita was 
needed urgently because the bank had suffered a negative 
net operating cash flow in the first quarter of this year and 
could tolerate no more non-pertormtog bans. 

Brokers SBC Warburg said toe bank actually needs around 
BtSObn in new capital. Ted Bardacke 


CAR PRODUCTION 


Nissan cuts US export prices 

Nissan Motor, the Japanese carmaker, said it had cut prices 
of exports to the US to take advantage of the yen's decline 
against the dollar. 

Nissan said toe cuts applied both to fully constructed cars 
arul components. The Nihon Keizai newspaper rennr tffri that 
Nissan has cut export prices by 3-4 per cenL 
The eannaker last week said it was hatting production to 
the US for 24 days this year and curbing exports from Japan 
to reduce US inventories and costs. AFX-Asia, Tokyo 
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Halifax pic 

S500.000,000 
Roedng rate notes 
March 1999 

ffoftoe is furefygloen iha 
dte notes ain bear interest 
01 T.7l65%pa‘ annum 
Itom 9 Arne 1998 to 9 
September 1998. btterest 

PUyoNe on BSeplember 1998 
toftf amount to H94J0per 
H0,000 note and 91.94438 
per SmaOO note. 

Agent: Morgan Guaranty 
'Irust (temipany 

JPMorgan 
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NOTICE 

TO THE HOLDERS OF 

lUwan 

Semiconductor 

Manufacturing 

Comjpany 

C*tiw Company^ 
flncoiporafed as a omqia- 
njBniiijed by shares fai 
■I^iwaii,IU).C) 

Zero Coupon CREDITS 
Due 2002 

nbeCREDrrS'O 

NOTICE IS HEREBY 
GIVEN 10 The holders of ibe 

oiRsandhig CREDITS tbsi Ike 

Cwupany has Htyl a i xl J ctnrV 
dividend witt racoid date (the 
““^„Co“solidaiion Date of 
1998)00 Jiue 21. 1998. The 
book for share transforwill be 
ftesed from June 17 to June 21. 
In accordance with the provt- 
stons of (he Indeai u re coostimt- 
JJS ihe CREDfTS. the 
Conversion Price will be 
adjiwed from Nni44.00 Ptr 
s^to NTS97.i9pef4bare 
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Sl.13b n P URCHASE OF BANCO GARANTIA UNDERLINES INTERNATIONAL EXPANSION PLANS_ 

CSFB set to lead sector in Brazil 


By Geoff Dyer Bi Sio Paoio, 
VfiBain Lewis in Hew York and 
wraam HaD hi Zurich 

Credit Suisse First Boston, 
tbe Swlss-Anerican invest- 
ment bank, yesterday 
unveiled one of tfae bluest 
ever investment banking 
acquisitions in an emerging 
market when it agreed to 
buy Banco Garantia of Brazil 
for $i.l3bn, including poten- 
tial earn-out. 

The deal will transform 
CSFB's modest Brazilian 
operation into the largest 
Investment bank in the 
country and underlines the 
firm’s ambitious interna- 
tional eigiansion plans. Allen 
Wheat, chairman and chief 
executive officer of CSFB, 
said the deal represented “an 


opportunity to expand our 
footprint" in the Brazilian 
market, a key emerging mar- 
ket “much bigger than Ros- 
sia or India”. 

Ilie Sale of Garantia - con- 
sidered Brazil’s leading 
investment bank with a 
$400m book value - repre- 
sents a landmark in the 
opening of the industry to 
foreign investment, which 
started at the beginning of 
the decade, and could ^park 
a series of deals involving 
the remaining investment 
banks. 

CSFB has agreed to ini- 
tially pay g675m for Gaian- 
tla. S200m in cash and ganom 
in shares up front and a far- 
ther S275m in shares over 
the next three years. A fur- 
ther $450m has been set 


aside for a retentioi) plan for 
Garantia staff based on prof- 
its unto 2001. 

Garantia was advised on 
the sale by Gleacber Kal- 
West. the M&A advisory 
firm owned by the NatWeA 
banking group. It still 
requires regulat^ approval 
in BraxQ and is expected to 
be completed by the end of 
July. 

Garantia was founded in 
1971 by Jorge Paulo Lemann 
and its partnership structure 
was modelled on Goldman 
Sachs, the US firm with 
which Garantia held take- 
over talks earlier this year. 

Hie bank has played an 
innovative role in Brazilimi 
capital markets but has also 
won a reputation for being 
very aggressive and a touch 


arrogant. As well as Mr 
Lemann, five other of the 19 
partners will leave the hank. 
including Claudio Haddad, 
the chief executiva and Mar- 
cel Telles. who is also chief 
executive of Brahma. Bra- 
zil’s largest brewer. 

The decision to sell was 
prompted by* the Asian cri- 
sis, which saw Garantia lose 
RfiiOm (T75$95m) in October. 
Cvlos Castanbo, a Garantia 
partner, said with the entry 
of foreign firms into Brazil, 
the bank fkced a choice of 
finding a partner with global 
presence or becoming a 
niche player. 

Lukas MQhlemann, chief 
executive officer of the 
Credit Suisse Group- which 
controls CSFB, 
emphasised the huge growth 


poteucial in the Brazilian 
market. In terms of stock 
market capitalisation as a 
percentage of gross domestic 
product, Brazil was at 35 per 
cant compared with 149 per 
cent in the US. Assets under 
manageoient in Brazil were 
equivalent to 7 per cent of 
GDP compared with 151 per 
cent in the US. 

Richard Thornburgh. 
Credit Suisse chief financial 
officer, said that integrotion 
costs of Garantia would be 
around $33m but that tbe 
deal would enhance the 
group's earnings. It is expec- 
ted to provide a return on 
investment consistent with 
CSFB's la to 20 per cent 
loDg-tenn average target. 
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Goldman Sachs strains Asian turmoil 

to get into new shape forces Boeing 

The US investment bank's partners face crunch weekend as they to cut output 
decide whether to float, write Tracy Corrigan and Clay Harris 


A s Goldman Sachs part- 
ners start to gather at a 
luxury hotel in the leafy 
suburbs of New York today, 
they have more to worr>' 
about than the latest deal or 
what is happening to the 
Dow. 

At stake at tomorrow's 
meetiog of 190 partners is 
the firm's prized partnership 
structure. The top-ranking 
executives of Wall Street’s 
last big private partnership 
will consider floating tbe 
company, or part of it, at the 
meeting, which is expected 
to continue into the week- 
end. An initial public ofier- 
ing. If approved, is likely to 
be plan^ for the autumn, 
and would probably repre- 
sent between 20 per cent and 
30 per cent of the firm, 
which has a book value of 
$6.3ba Estimates of the mar^ 
ket value of the whole firm 
range from $20bn to $30bn. 

The arguments for and 
against are weD rebearsed. A 
flotation would give Gold- 
man the currency - its own 
stock ' to fimd more rapid 
growth througfo acquisitirms 
in a period of quickening 
consolidation in the finan- 
cial services industry, but 
could jeopardise the firm’s 
strong internal culture. 
“There is no ri^t or wrong 
in this decisioD.'* says Art 
Soter, financial services ana- 
lyst at Morgan Stanley Dean 
Witter. “Maintaining the 
uniqueness of the partner- 
ship culture has an appeal, 
but it also has a cosL’’ 
Momentum for a flotation 
has been growiitg, largely 
because those in tbe middle 
ground who may not like tbe 
idea of sacrificing tbe part- 
nership increasingly feel 
there is no alternath'e. They 
have been swayed by tbe 
sight of rapidly expanding 
competitors such as Citi- 
group. tbe merged Citibank 
and Travelers. 

In 1996. when the issue 
was last raised, it was 
dr o pp ed before a formal vote 



Johii IhomtDiK firm's Asia bead 
has reservafions about change 

in the face of strong opposi- 
tion. While sentiment has 
shifted, the same pattern 
could be repeated. People 
wtthin the firm believe the 
plan would not be forced 
through against the wishes 
of a strong minority. Earlier 
this month. Mr Oonane told 
11.000 fhU-tlme staff the 
issue “will be considered by 
the PuH partnership’’. 

There are three potential 
sticking points. The first, 
and probably least signifi- 
cant is the feelings of the 
members of the firm’s pow- 
erful six-person executive 
committee. While Jon 
Corzine and Hank Paulson, 
co-cbaizmen and chief execu- 
tive officets, are believed to 
back the id^ two others 
including John Thornton, 
head of Goldman Sachs In 
Asia - have reservations. 
However, people within the 
firm say ^at the oue^iart- 
ner, one-vote format aud tbe 
consensus style of manage- 
ment at the top of the firm 
means top executives will 
ultimately toe the party line. 

Some also suggest that the 
campaign for a flotation has 
been driven by partners in 
the US eager to cash in on 
the high stock market valua- 
tion currently arailable for 
the firm. (Merrill Lynch and 
Mmgan Stanley Dean Witter 


currently trade at 3.3 and 3.2 
times book respectively, 
implying a valuation of more 
than g20bn for Goldman. > 
Goldman staff based out- 
side the US may be more 
likely to resort to tbe Ameri- 
canism: “If it ain’t broke, 
don't fix it". M&A and capi- 
tal markets in Europe are 
surging and Goldman bank- 
ers there are less convinced 
that tile bank needs a quota- 
tion to use in acquisitions. 

In the UK, (foldisan was 
able to enter the UK fund 
managmnent market in 1996 
through tbe purchase of Cin- 
man, tbe penaon fund man- 
ager for 500.000 current and 
former coal industry employ- 
ees. but this is b^eved to 
have cost only between £40m 
and fiSOm, and there are few 
obvions targets left. 

The picture in the US - by 
for the laigest market, and 
where Goldman is the only 
one of tbe top four US secu- 
rities firms vrithout a retail 
brokerage network - is 
rather <fifi»«at. 

B ut the third and most 
Important hurdle is the 
feelings of employees 
who are not partners, and 
who conld feel they were los- 
ing out in a change to public 
status. However, executives 
are planning ways to share 
the spoils of a Qotation 
among Goldman bankem of 
all levels. 

Tbe worst outcome for the 
firm would be a close vote 
that left it divided, or 
another decision to drop the 
issue i»ior to a vote which 
left some dissatisfied. “It’s 
not tbe partnersUp that 
keeps people," says one 
banker. “It's tbe culture that 
keeps people. Is tbe culture 
dependent on the partne^ 
ship? lYiat’s the question.” 

Whatever tbe outcome of 
the meeting, the test for 
Goldman wDl be its ability 
to come together and pre- 
serve its admired culture of 
unify and excellence. 


Strong debut for Inktomi 


By LiMilse Kehoe 
In Sm Randsco 

Inktomi, a two-year-old 
internet software devdoper, 
made a spectacular debut on 
Nasdaq yesterday with an 
eagerly anticipated initial 
public offering. 

Shares of the (Californian 
company, which provides 
the “search engine" software 
used by several internet 
directory services, were 
offered at $18. opened at 
and were trading at 
$37*A, up 108 per cent, by 
mid-session. 




The offering of 2.25m 
shares, representing 11 per 
cent of tbe equity, was 
underwritten by Goldman 
Sachs with BT Atec Brown 
and Hambrecht & Quist act- 
ing as co-managers. 

Founded by two former 
University of California 
Berkeley researchers with 
fonding fitim Intel and ven- 
ture capital groups, Ihlctomi 
unveiled its technology in 
1996 through a partsmvhip 
with Wred Ventures, pub- 
lisher of Wired magaane. 

Inktomi quickly became 
recc^nised for the speed of 


its internet search technol- 
ogy and subsequently 
formed partnerships with 
Yahoo! and kficrosofi. 

Last year, Inktcosi, whose' 
name is derived from a 
Lokata Indian l^end about 
a tiickster spider known for 
his ability to defeat larger 
adversaries, launched soft- 
ware to ease internet data 
traffic jams atirf cut tbe rtmg 
it takes to download data 
from the interuet. Last 
month, America Online, the 
online service, licensed Ink- 
tomi's traffic server software 
for use on its web service. 
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' ^ Christopher Parkss 
I in IJB Angries 

Boeing will reduce monthly 
I output of its 747 jiunbo 
series of airliners by 30 per 
, cent next year because of 
slow traffic growth in Asia, 
and cut more commercial 
aircraft jobs than previously 
planned. 

Some airlines had negoti- 
ated to delay deliveries of 
aircraft or to substitute 
smaller models, the company 
said. 

Plans for next year, 
announced on Tuesday after 
the markets closed, also 
include reduced production 
of the 777, another long-haul 
jet largely dependent on 
Asian buyers. 

The announcement of the 
cuts came earlier than 
expected and comprised a 
more dramatic reduction 
than tbe company has 
si^gested in its now-routine 
monthly updates on its pro- 
ductiem caruodi. 

Tile extent of tbe Job cuts. 
00 top of the 20,000 exiup- 
wide reduction announced in 
tbe past six months, was not 
disclosed. 

While comnweia) jet out- 
put is currently being 
Increased, especially to meet 
demand for the new version 
of the 737, overall numbers 


will fall next year from a 
monthly total of 51 in the 
first quarter to 48.5 in the 
final three months. 

Jumbo output, currently 
four a mouth, will increase 
to five before being reduced 
to 3.3 for the last nine 
months of 1999. Output of 
the 777 Is also being stepped 
up from five to seven, but 
'will dip back to five in the 
closing quarter of next year. 

The trend to smaller 
regional Jets in other mar- 
kets is marked by plans to 
increase output of the new 
version of the 737, intro- 
duced earlier this year when 
Boeing’s production log-jam 
was at its worst, to 24 a 
month in the course of ne.tt 
year. 

This programiDe is being 
especially closely watched in 
the former McDonnell Doug- 
las plant In Long Beach, 
California, which has been 
si^ested as an additional 
assembly site to ease the 
pressure on Seattle's focill- 
ties. 

Hopes at l/>ng Beach are 
also pinned on tbe future of 
tbe lOO-seat Boeing 717, for- , 
meriy tbe BifD-SS, which was 
rolled out yesterday. How- 
ever. the group said produc- j 
tion schedules for the new 
aircraft would not be | 
announced until next year. 


Manor Care 
bought by rival 


By RktoaRl WMbr 
I nNewVcRlc 

Manor Care, one of the 
lai^est US operators of nurs- 
ing homes, is to be bought 
by a smaller rival. Health 
Care & Retirement in an 
acquisition which values tbe 
conqiany at $2.3Sbn. it was 
announced yesterday. 

Tbe two companies said 
they had combing to extend 
their network and cut their 
combined costs, like the 
operators of other types of 
healthcare facility, which 
have been pail of the recent 
merger wave in tbe US, 

Together, the two will 
operate 295 long-term care 
facilities, with a further 116 
rehabilitation centres and 76 
outpatient clinics. Including 
assisted living and other 
types of care, they will 
control a total of SiS facili- 
ties. 

Before the deal. Manor 
Care bad been planning to 
^lit into two separate com- 
panies to help support an 
ambitious expansion into 
assisted Irving centres. Thai 
would have created a sepa- 
rate reel estate development 


company to develop and 
pianr^ the centres in their 
early, onprofitable years, 
leaving the earnings of the 
established healthcare 
operations untouched. 

Yesterday, Manor Care 
and HCR said their combina- 
tion would provide greater 
flexibility for expansion, 
and that tbe plan to split 
Manor Care bad been al^- 
doned. 

The all-stock offer, with 
HCnt exchangiDg one of its 
own shares to each Manor 
Care share, represented a 
premium of about 22 per 
cent over Manor Care’s 
share price before the deal 
was announced. HCR’s stock 
feD $% yesterday morning, to 
$37. valuing it at $1.64bn. 
while Manor Care's shares 
rose $4 Vh to $35%. 

Bilanor Care generated 36 
per cent of its $l.36bD reve- 
nues last year from private 
patients, rather than the less 
profitable patients covered 
by tbe state and Federal-sup- 
ported Medicare and Medic- 
aid programmes. HCR 
earned only 44 per cent of its 
$905m revenues from private 
patients. 
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Hemaraj Land and Development 
Public Company Limited 

iihe ToiTi|vmy''t 

Notice to the Holders of 

US$60,000,000 3V2 per cent. Convertible Bonds due 2003 

llhi -OrHidirt 

NOTICE IS HEREBY GIVEN, punuant lo Condition K of the Terms and Condnions of Ihe Bonds, that Ihe 
Compnny will, at the option of any holder ofany Bund, redeem such BondonOih Sepiemher. 1‘WXai 
per cum.' of its principal omoitm . 

IMPORTANT- for illBrtreriononIj' 


Vblucofthe ordinary sham oftheCompany- into whiehcnch USS 30.H4 

LSSl.tiCKi fiofid maj’ be comwed III 

Rcdcmpiton price per USSLCKK) Bund USS l.lu5.0Q 

Accniud inierc&i to ‘hh SqMcmrier. iws USS J.I.UQ 

Total redentpriun \uiuc USS l .zno.ou 

(j) Ba^ed on the rloun£ price for the ontinao' ^>hAle> of ihe Company as quoted on the Slock Exchan^ 
ofThailand on 26 Ma>', I6QR of Baht 9.00 per ordinary' share, the presnilinti exchange rate or3Q.4ll 
BahiLiSS and a Conversion Price of Baht IR6 per ordinary share. 


To exerristf such option the holder musi deposit the Cenificjic issued in respect of such Bond wilh am* Agent 
logclhm Milh a duK' completed redemption twiicc in the form obtiiinable frixn any Agent, not more than bO 
nor less than a(l days prior lo stidi date. No Ccnificaie so deposticd may be withdrawn (except os prot-ided 
in the Agenes' .Agreemcmi without the prior con^cni of the Company. 

AecoiriingK'. ro ev.*tri.se such option the Bonds should he deposit^ during the period hemnning 12 Jtily, 
IV9SaiKl n .AugusL \vtft. 
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COMPANIES & FINANCE: UK 
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BUILDING SOCIETIES WRGEST MUTUAL^S jNCREASED PROFITS AND MARKET SHARE WILL HELP IN VOTE ON STATUS ^tfflVeley 

Steong performance at Nationwide sinks 

Ru Ohrtetwfihor Rmwn IliimPB aninn Inea a *»iiM cnai* ** ha nam ssvinm aniial fn 90 nar Thl^ Knr.iAtV nledSOd tO SUCh rodS health. The bSSt into 


comment 

Nationwide 


By GbrlslopfRr Bnnni-ltanns 


Nationwide, the UK's biggest 
building society, claimed a 
decisive victory for mutual- 
ity yesterday, as it unveiled 
big jumps in profits and mar- 
ket share last year. 

Brian Davis, chief execu- 
tive, scorned his bank rivals, 
includjng many former 
building societies which 
have conv'erted to banks. He 
said banks could not match 
interest rates offered by 
mutuals because of having 
to pay dividend. 

‘here's no way we are 


going to lose a price war," he 
said. 

Nationwide lifted pre-tax 
profits 41 per cent to £372.3m 
($6llm) in the year to April 4 
1998. even after returning 
more than £200m to custom- 
ers through higher savii^ 
and lower mmtgage interest 
rates in the last two years. 

It made 11.9 per cent of all 
net new residential mort- 
gage loans - more than Hali- 
fax, Abbey National and Alli- 
ance St Ldeester combined - 
and well above its 7.7 per 
cent share of existing mort- 
gage stock. It took £6bn in 


new savings, equal to 20 per 
cent of the total increase in 
UK savings. 

The increased business 
lifted assets by £7ba - equal 
to buying a society the size 
of Birmingham tdidshires. 
Some 500 additional staff are 
being reemited. 

Analysts said the figures 
were better than expected 
and would support Nation- 
wide's board’s desire that 
the society rpmain a mutuaL 
There will be a crucial mem- 
bers' vote next month on 
Whether Nationwide should 
convert to a hank. 


The society pledged to 
r e tu rn £300m to meznbss in 
better deals tills yw, sa^ng 
it would increase its savlags 
rates by an average of 0.35 
per cent, while hdding its 
mortgage rate. 

Analysts said the perfor- 
mance reflected a renais- 
sance among building societ- 
ies, which have been 
fitting to show they are 
worth preserving after the 
conversion exodus. 

William de Winton, ana- 
lyst at ABN Amro, said: 
'^Nobody thooidif a 
that mutuals would te in 


such rode health. Tbs best 
the banks can hope for is 
that Nationwide is ftxeed to 
convert ’* 

Both Halifax and Abbey 
National, the two biggest 
lende's, have admitted they 
are fiudipg it hard to lift 
core business because 
of competition from mntnals. 
Yesterday. Abbey became 
the first lender to raisa its 
main mortgage rate since 
last week's base rate 
increase, moving to 8B5 per 
cent from &7 i^r cent. 
Nationwide’s rato is &! per 
cent 


deep loss 


By Jamdfisi GuBirie 


Hambros Granada seeks hotel alliances 

holders’ I By Calhy Newmaii 


Staveley Industries, the 
Hh nmgfied industrial gTOIiPt 
has plunged deep into the 

ted aa a resuH restmcti^ 
ing costs and a sharp drop in 
pz^ts. 

Chris Woodwark. the 
recently-appointed chief 
esficntzve. said yesterday he 
wasxdmming an overha:^ of 
the business, in cl ud i n g a 
"de-layerlng* of divisional 


If Nationwide bui^^^ HtfteAWOolitWi 

have flew compl^ts- 
grew at more than 16 per 

cent last year, pinchii^ nw- „ 

ket share from big rivals, and KjEk'll 

the dividend (member bene- ,^5 — 

fits) has gone up by M ^ 

cent to £300in. Meanwhile the ,00 «[ lu - 

managernent exhibits a n 

degree of drive to deliw « 

value that would go down 1 

well on any plc board. Merfr — 

hers may well reward 

diligence with another big *' igil'" 

“No" to conversion to a * • __ 

nunfad bank. If they do, 


final 

pay-out 


By George (teham 


Shareholders in Hambros 
appear to be looking at a 
final pay-out in the re^on of 
322p-334p a share after the 
139-year-old merchant bank- 
ing group released its last 
set of results before being 
taken over by Investee of 
South Africa. 

Hambros. which sold its 
banking business to Soci4te 
Generale of France last year 
for £300m, has announced 
plans to demerge Its 51 per 
cent stake in Hamtvo Coun- 
trywide. the estate agency, 
and has sold its 52 per cent 
stake in Hambro Insurance 
Services to Lindsey Morden 
of Canada for £45m. 

It has also accept^ a bid 
for the remaindo' of its busi- 
ness. comprisizig stakes in 
fund management compa- 
nies. cash and a portfolio of 
diverse investments, from 
Investec. The bid. worth 
fi428m plus the net proceeds 
of the HIS sale, is expected 
to be formally launched by 
the end of *hfc wfmfh , 
the demerger of Coontry- 
vride wins court approval. 

Hambros shareholdns will 
receiv’e ISE^ a share in cash 
from the Investec hid, while 
the net proceeds of the HIS 
sale should be 17p-19p. The 
demerged stake In the sepa- 
rately quoted Countrywide is 
currently worth just less 
than I20p per Hambros 
share. 

Sir Chips Kesrrick. chair- 
man. said shareholders 
would be “strongly recom- 
mended to accept the Inves- 
tec offers at the earliest 
opportunity in order that 
they may receive the pro- 
ceeds as soon as possible”. 

Hambros' results revealed 
pre-tax profits of £99.3m 
(£64.7ml for the year to 


Granada, the leisure and 
media group, signalled yes- 
terday that H was keen to 
pursue international alli- 
ances in the botel sector. 
Talks with several compa- 
nies are thought to focus on 
marketing alliances, 
althou^ it mi^t also con- 
sider an equity swap. 

The comments came as 
Granada r^rted an 8.3 per 
cent rise in pre-tax profits to 
£288m (S472m) for the six 
months to March 28. in line 
with eqiectatoQS. 

Gerry Robinson, chairman, 
siud he was “qmte optimis- 
tic'' a deal could be struck, 
possibly within six months. 

Net exceptional gains of 
£l4m <£23m) included a £lOm 
gain on the sale of a stake in 
Granada Sky Broadcasting, 
profits on other disposals 
and £2m start-iq) losses on 
British Digital Broadcasting, 
the pay-television venture 
jointly owned with Carlton 
CommunicatioDS. 

Mr Robinson said Cfranada 
bad virtually come to the 
end of its hotel disposal pro- 
gramme, following its fSAbn 
acquisition of Forte more 
than two years ago. It die- 



“de-Iayerlng* of divisional quoted bank. If. 
managers, in a bid to restore NatloCTi^ has s^a^ 

financial health. wfll cob?*"® tor tiiefr shareholders. It 

StovBley. which is active Peadeot Ses and cheaper mor^ 

In three main azeas - salt rate spread caine down from 1,72 

minisg, zoeasarement equip- B®8es; last year iteintBi^ below its quoted 

meni and facilities manage- to ^ per^^e ^nl^ SSa to IS points, or less. Wth 
mant - vesterdav azmouncsd rivals. It is set to chase this 


I Stavd^, which is active 
in tiiree mgfa azeas - salt 
' zoeasarement squiiK 

m»wt aTwi facilities manage 
; marrf — yestezd^ aimouncsd 
a pre-tax loss of £74.lm 
( yeam) m tiie year to Maztdz 
28, emnpared whh prafits of 
wRfcrt last time. 

Andrew EfoUins, an ana- 
lyst at Beeson Gregory said: 
“Stavel^ is in disBZTay - . . It 
is alazming to see a conmany 
with ma^et capitalisation of 
fftasm maiTA a l«?« of more 
»i<Bn iiBif that aznount." 
However the bad news was 
widely expected and the 
shares rose 8)^ to llSp. 

Woodwark, fcomeriy 
the heed of Coswortii Sngi- 
neertng azid RoUs-Royee 
Motors, said he was still 
rtflridmg lAat action to tate 


On ttie bos Gerry Roliinaan (MQ WDcs to ChsrlM ABen, cMaf exocuUv^ by vidoo yoitorday Jason Orton 


posed of Its stake in Savoy 
Group, acquired witii Forte, 


company's stake in British 
Sky Broadcasting, the satel- 


in April for £310m as pert of hte broadcaster and rival to 
Savoy’s sale to of bdB, was likely to be sold. 


the ns. The price compared 
with a book value of £261 izl 
H e confirmed that “five 
years down the road", the 


Granada’s shares slipped 
45p to dose at £11.38 beause 
of a ^ack d news on aeqaisi- 
tions. Bfr Robinson said te 


was not on the hunt for 
acquisitions, and was still 
focusing on bedding down 
the Forte pnrehase. 

There was also some dis- 
appointiimnt that Granada 
did not elaborate on plans 
forBDH 


March 3l. 
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StavMey. 

The loss was triggered by 
£79.6m in exceptional 
rh a rg ^a THa bulk Of tiieSe 

oftnaiAtAd of l os se* ^ ott the 
disposal of two measoremant 
instnunent companies, 
Weigh-'Dronix and Chionos 
Kehardson, whfoh were sdld 
to their znaziagers fir fi49m 
AAfKAr thig year. 

'nie com^sny was also hit 
by a slnzqp in Qpexatizig prof- 
its, which halved to wa-Sin- 
Prafits at Siavi^ Serriees, 
which in the UK services 
local anthority gas boilers 
and mnhttATttA office blocks 
and supermarkets, crashed 
from £5Jm to sioo,Qoa 

Stavel^ Minerals, which 
extracts salt in Cheshire, 
suffered a 20 per c^nt fidl in 
profits to Mr Wooil- 

wark Mid that the strong 
pound bad stimnlated salt 
imports from continental 
Europe, vriiere the upeniug 
ol a new plant in the Netiier- 
laindfi hAd contributed to a 
weakening in pricesL 
- Meanwhile NDT.TechzxiIo- 
pes. the main company in 


NEWS DIGEST 


AIRLINES 


Ryanair plans further 
European routes 


divistan,' which mAimt mea- 


eompared with profits of 


Turnuvitf Ml freon £399Bm 


NOTICE TO THE HOLDERS OP 
SUMITOMO Smx CORPORATION 
¥8^,000,000 

Z'h PER CENT. CONVERTIBLE BONDS 2002 
(the "Convertible Bonds") 
and 

U,S,$200,000,000 

2^/4 PER CENT. <3UARANTEED BONDS 1999 
(the "Bonds") 
and 

BEARER WARRANTS 

to subscribe for shares of Common Stock of Sumitomo 
Sitix Corporation (the "Warrants") issued in 
conjunction with the Bon^ 

CONCERNING TTS MERGER 

Pursuant to Osuses 6(B) and {CH of the Trust Deed dated 20th December, 
1994 relating to the Convertible Bonds. Clauses 4(A} and (B) of the 
Instrument dated 9th November. 1995 relating to the Wa rr a nt s , and 
the rules of the Luxentiiourg Stock Exchange 


Scottish Hydro proposes 
single fuel source limits 


Ryanair, the Irish low-cost atrlina, yesterday amounced a 
sharp rise in annual prafits and said R plarvied to eoctend the 
number of its desllnationB. The airf na had added seven 
reutBB last year and Michael OTna^. chief mcecutive. said 
Ryanair would fly to live or six additional destinations in 1999. 
He said he was talking to more than 20 European airports 
about startkig new servicas. 

In the year to March 31 Ryanair fifted pre-tax profits 51 per 
cent to l£37.1m 952.7m) on operating revenues up 34 per 
cent to l£162.8nv The eiriine, which has benefited from the 
compfstion of the single European aviation market, carried 
imre than 4m paasengeiB in the year to Mai^ 31 a 30 par 
cent increase, tt expects to carry 5m passerrgere this year. 

Operating expenses grew by 32 par cent reflecting the 
hcreased deprKletion and meintsnanca costs associated 
with the expansion of its fleet The ahllne bought seven edcB- 
tional Boeing 737 aircraft last year and has ordered a further 
25l 

Mr O’Leary said he was “foirty refaxed” about the European 
Comrrission's dedsion to abolish duty free sales on European 
Alerts next year. He sad such sales accounted for only 5 per 
cent of Rya^s pre-tax profits. Mchael Skaphiker 


INFORMATION SERVICES 


Freepages links with Cendant 


By AMkm Taylor 


NOTICE IS HEREBY GIVEN that Sumitomo Sitix Corporation (“Sumitomo Sitix”! entered Into e merger 
agreement with Sumitomo Metal Industries, Lid. ('Sumitomo M^'l on 23rd >^1, 1998 (Japan timei, 
the same is hereinafter applicable) under which Sumitomo Metal shall merge with Sumitomo Sitix (the 
continuing corporation beittg Sumitomo Metal). 

The merger agreement will take effeeH subject to approval by the general meetings of shareholders of 
both companies to be held on 26th June. 199& Pursuant to the merger agreement, all rights, 
obligations, assets and business of Sumitomo Sitix (induding all the eWigatiens of Sumitomo Sitix 
under the Convertible Bonds and the Warrants and the Bonds) will be transferred to Sumitomo Metal 
on 1st Odober, 1998, subjoct to the commercial registration of the merger with the appropr ia te Legal 
Affairs Bureau under the Commercial Code of Japan. An application for such registration is expected to 
be made on 1st Omber, 1998. Upon such regisb^on, Sumitomo Sitix will be ctissoNed. 

The holders of shares of common stock of Sumitomo Sitix registerad in the register of shareholdets or 
beneficial shareholders of Sumitomo Sitix at the dose of business on 30th September, 1988 will be 
paid by Sumitomo Metal within 3 months from Ist October, 1998 Yen 4.25 per share in cash (subject to 
change upon consultation between both companies reflecting the finaneial condition of Sumitomo 
Sitix on 30th September. 19^). 

The holders of shares of common stock of Sumitomo Sitix registeted in the register of shareholders or 
beneficial shareholders of Surriitomo Sitix as at 1st October, 1998 will be entitled to exchange each 
such share held by them for 8.8 shares of common stock of SumRomo Metal, the holders of the 
Convertible Bonds will be entitlte from 1st October, 1998 to convert the Convertible Bonds into shares 
o, common stock of Sumitomo Metal at the adjusted conversien price mentioned below, and the 
holders of the Warrants will be entitled from 1st October, 1988 to subscribe!, upon exercise, for shares 
of common stock of Sumitomo Metal at the adjusted subscription price mentioned bdow. However, 
such shares of Sumitomo Metal issuable upon the above converaon or exercise will not be issued until 
after the commercial regtstraiion meruioned above has taken place. 

As a resu It of the me^er, each of the convordon price and the subserf pdon price now in effect (or the 
Convertible Bonds or the Warrants vrill be adjusted lespectivelv to the following eonvera'on price or 
subscription price per Sumitomo Metal share, whitA wrill become effective as from 10 October, 1998, 
subject to the commerciai registration mentioned above: 

Convertible Bonds Current inversion Price: Yen 1,303.3 

Adjusted Conversion Price: Yen 148.1 

Warrants Currant Subscription Price: Yen 1,774.6 

Adjusted Subscription Price: Yen 201.7 

Neither the Convertible Bonds, the Bonds, nor the Warrants of the above issues wilt be stamped or 
exchanged. Instead they will remain listed on the Luxembourg Slock Exchange under the name of 
Sumitomo Shne 

Sumitomo Sitix Cut put atkm 
By: The SunalMiie Bank, Urailad 

As Prindpal Paying Agent of the Convertible Bonds and the Bonds wrdi the Warrants. 

Dated: 11th June, 1998 


Seottlah Hyd^Electzlc, the 
generetor whidb is inviting 
heavily In English gas-fired 
stations, has proposed to the 
government a systmn of lim- 
its on how mneta power gen- 
erated from a sinide fuel 
source customeis can buy. 

Its prqposals represent an 
alternative to restrictions on 
the bunding of new gas-fired 
plant 

Ministers are expected to 
announce controla on gas 
I developments as part of 
I efforts to iron out anomalies 
I in electricity trading 
azraztgmneats and presmve a 
maiket for British coat 

Roger Young, Scottish 
Hydro's chief executive, said 
a system of limits su^ as 
the company was proposing 
for electricity suppUeie and 
large industrial customere, 
would guarantee the diver- 
sity of supply the govern- 


ment is seeking. 

He said such licences 
could be traded t? regional 
electricity companies and 
large industrial users in the 
same way tiiat emission per' 
mits were traded in the US. 

Scottish Hydro yesterday 
announced a 3.7 per cent rise 
in pretax profits to £213.1in 
(3349.5m)> against E306.4m, in 
the yw to March 3L It is 
In'restiDg £535m, with part- 
ners. to add a farther 
1.100MW of F.ngiiRh gmierat- 
ing capacity at Keadby in 
South Yorkshire and Sea- 
bank near BristoL 

Both setemes had received 

lOltifll GGOBCntS 

but coold he unde* threat if 
authorfties declined to pro- 
vide subsequent pollution, 
pipeline and gas-buming 
approvals, said Mr Yotmg. 
The company had already 
invested fSOm-fJQzn is the 
schemes. 

The group said it would 


flOTwirigr retutziiz^ capital to 
shareholdos or investing 
abroad if efforts to inoeese 
geoeration in Rwgtond woe 
blocked. 

Operating profits rose 6.4 
per cent to £246.7m (£237 An) 
with Rngitah gmsntion and 
sopply profits rising 57 per 
centto£9fAn. 

Scottish geheratioD and , 
supply proGis dipped 17 per 
cent to 266.6m because of 
price controls And warmer 
weather. Scottish distribn- 
tion increased operating 
profits by 6J. per cent to 
£94zn. 

Gronp tnrsover rose to 
S1.03bn (E951.1m). TtArwiwga 
per share after windfoll tax 
of £44.3m fell to 33.61p 
(C.36P) - ggrfndTTtp the tax 
tiiey rose to 449^ 

'Die ' proposed final divi- 
dend rises to ]3L6p (1296P) 
making a total of I9.4lp 
(17.64P). TTie shares rose mp 
tOfiSlKp. 


Seepages, the Information service which operates under the 
Scort brand name, has agreed to co-operate with Cendant 
the acquisitive US iflrset maffteting company, to offer home 
shopping sendees. The agrsemwit comes after a trial in wMcft 
Froopoge s, w hich is fisted on Aim, signed up more than 
30J)00 Mtomere for Cendanf s home shopping services. 

Robsrt Bonnier, Frpspagee’ chief executive, said his com- 
pany had gatiiersd extensive Information about ndhridual con- 
swners' pischadng patterns. 

Tte produ^ sold through Die home shoppfog services wfil 
cost m ore than £40, Incfocfing cwncorders ate similar goods. 
Scoot wfll receive a foe for every cusfomer who remains an 
active member of Cendanfs Transfer Plus scheme. 

Scoot operates In the UK, the Netherlands ate Belgium. 

created last December out of 
International and HFS, a franchising group. 


CHBWrCALS 


Akzo extends £1.8bn offer 


9 roup, has extended its 

El^te (S3bn) agreed offer for Courteulds to June 23 affor 

shares 

J^nting to 10 per cent of Courtaulds share sinoe 

the cornmencenierrt of the offer period on May 11 


SGA SOCIEre OEMEXALE AC^TANa N.V. 
PBFj wosaqp p 

IMS FLOORED BONDS WIIH IKS JUNE IS, 2000 

ISIN CODE : XSN979734U 

Nodte h berdiy gveo n tie BcodboUeis ita, pmaax 10 de Tern BXl 

Coodidon of tbe Bonds 4. ’‘tatensT, tte nte of teawt 

od&edile lo tie period fioo Jane IS. 1997 to hn IS. 1998 is 7S0 %. 

tins ram of mnea tes been draradned euuwliu g b (te Coofden A 
(ii), Lc. TIk Bond beta iecetest a a iwe whjdi is de fatefaer of Amol 
Avnge of TME- 0.10% or 7J0% per Sanaa". OkOBl Aveow of 
TME wdeafowe Beadcaed period bong S.349!do5571&), tietdoR, 
tte bnsKR pijate agaiiM toDoder of eoepOQ « 6 viD te ; FRF 7S0 JX) 
per Bood hrde denamkaoen of FRF 10 Quo. 


TELE COM 

^^^^^HAUASpA 


Rsgiaaed Office B IS VaSmOdmazzaTbria 

CoqKaate HmdqiiTO and Secondary OfBm « 41 Co^ 

CipiltiStockL7wCl,25l,726J)0afiilteDak^ “•««« 
EracrcduodcrNaZfiWamtteOnfirmySe^ 

• Tte ID. No. 00471850016^^ “sgiacrofnirin 


ORDINARY STOCKHOLDERS’ MEETING 

T^e holders a TH.ECOM ITAUA ordinary shares are Wormed that 

sinceaninnirfftnentniimK<s.>^...i . .. imormea mai, 


anoe an insufficient nurhber of shares would be vntprt ^ >.w T 1 
r^tJti^ at fte Me^ng convened for 10:00 AM on June'l| 19OT 


on the first call, the Meeting will be held on the 

10:00 AM on June 16, 1998 at the Unnntin ' ** 

280 Via NIzza, Turin, as set forth in foe N(M^f"fo*a" 

published on May 14. 1998 in Issue No. I^of 

foe Italian Republic. “ “r ihe Offictal Gazette of 
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on buUdlug sr^d^te 
the trailblaxing converter. Is by 


bSw. Abbey National, the trailblaxir® ^ 

for the furthest on. Under pressure are 
and Woolwldi. and the expected escape route is a d^- But 
high diaiwprices across the financial savices se^ 
Sbit most options other than 

break the logjam, more pain is needed in the mortgage 
market - Nationwide seems set to inflict it. 
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UK monetary policy 

Itaztfparency is a demanding taskmaster. ^ the J 
England’s mcoetary pcdScy committee is 
wonto many other central banks have opted ^ a more 
private Hfe. Bnt do the May minutes of the MFC, juxtaposed 
with a rate rise last week, tell the story of a committee 


to boost toe pnfitahfltly of buffeted by every passing breeac? No. Trends 


HTOTDgft aarnmgg Were respectshle reasons tor opting to 
raise rates. Moreover, voting patterns can be misleading. In 
toe US, Federal Reserve members tend to vote withAlan 
the f hail-man, untess toey have a strong, pzizicz- 
pled ohjection. If MFC practice Is shifting this way, tt iw 
only take Governor FriAia George to diange his mfod for the 
vottt to *»hang n shaiply. That would not be fickle policy, 
manly the evolution of a united front 


A measure o 
interna lional 
jifference 
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MANUFACTURING PRODUCTIVITY 

Washing away the 

A washing machine and tumble dryer maker in Germany is employing 
up-to-the-minute assembly techniques and working practices, says Peter Marsh 


TTie factory floor is eerily 
qidet, potted plants 
bn^ten the sturouDdir^ 
and workers appear as likely to 
be sitting down taking a break as 
toiling over a oiachme. 

The scene in former eastern 
Germany is not a throwback to 
the relaxed laid-back inefficien- 
cies of Communist-style manulac- 
toiing. but rather a vision of how 
one big western capital goods 
producer sees the future. 

The plant in Nauen, near 
Berlin, makes washing machines 
and tumble dryns. It is the result 
of a DM350m i£86ml investment 
by BSH, formerly Bosch-Siemens 
Hau^erftte, Europe's second- 
biggest domestic appliance 
maker. 

'Hie Nauen factory uses 
in flexible assembly methods nwrf 
just-in-time production. It is 
viewed by BSH - a joint venture 
between Siemens and Robert 
Bosch, two of Germany’s biggest 
enginemiug groiqis - as a prov- 
ing ground for tpchnig iiBs to be 
used in the company's worldwide 
plants over the next few years. 

In particular, ideas from Nauen 
seem likely to be transferred to a 
plant to make either washing 
machines or refrigerators that 
BSH is looking at for the UK. It 
would be the company's first 


manufacturing venture in Britain 
and is expected 'to be built in 
about 2000. 

Herbert Wbmer, BSH’s presi- 
dent, sees the production ideas at 
Nauen as an essential part of his 
plans to expand the cmnpany's. 
aimua] sales from just under 
DMlObn to about DMlSbn by 
early next decada 

In a tai^y competitive world 
white goods industry - which 


‘About 10 per cent of 
the plant investment 
came from 
government grants’ 


has sales of about DMlTObn a 
year and in which BSH is the 
fifth biggest player - productiv- 
ity gains and ^eed of reacticm at 
the factory level will be vital to 
scsrtii^ out the winners and lc& 
ers, Mr Wbmer says. 

Some of the ted^gues used in 
Nauen are to be replicated in new 
and existing BSH plants in the 
US, India, Russia and Poland, as 
part of the plan to double the 
proportion of sales outside west- 
ern Europe to 20 per cent by 2003. 


In a broader sense, the venture 
also illustrates some of the 
productivity-enhancing tech- 
niques that can be introduced 
into German manufacturing, 
even given the country’s rela- 
tively strict labour laws. 

BSH was helped by the fact 
that it was building the factory 
from scratdi. with a new, non- 
unionised workforce - even 
thou^ union representation was 
introduced last year, two years 
after productioo started. This 
made it fairly easy to institute 
techniques to add flexibility and 
cut costs that might have been 
reristed at an establiidied factory. 

About 10 per cent of the plant 
investment came from govern- 
ment grants as part of the effort 
to boost the economy. 

With an annual output of about 
DM400m. the plant has 650 per- 
manent workers - who cost BSH 
on average about DM30 an hour, 
two-thirds of the comparable fig- 
ure for western Gennany. mainly 
due to lower employee taxation. 
Another 150 or so temporary 
employees can be takra on at 
timpg of peak demand. 

The shop-floor workforce oper- 
ates on “seasonal hours" con- 
tracts; they receive the same 
monthly wage around the year 
but work up to twice as many 


old 


hours in September as in May. 

Employees are divided into 
about 20 small groiqis that vrork 
together on different jobs and are 
responsible for quality. 

Inside the plant, which has 
large windows and plentiful “rest 
areas", the atmosphere is not 
unlike that of a large open-plan 
office which, according to Udo 
Bartbel, the factory manager, 
lifts spirits and also productivity. 

BSH has pushed outsourcing of 
component snpply much fOrtber 
than in comparable factories. 
About 70 per cent of production 
costs are accounted tor by compo- 
nents made away from the site, 
against the so per cent expected 
In comparable operations. 

A quarter of the plant’s IQO 
wiafn suppliers have set up pro- 
duction units leas than SOkm 
from Nauen - with several deliv- 
ming on a daily basis - in a move 
that reduces the amount of parts 
k^t In the wardiouse to about 
half the normal level for this type 
of plant 

The factory also breaks new 
ground by having paint shop. 
Instead. BSH insists tlmt all parts 
come ready-painted in standard 
white. Even tbougfr it has had to 
Invest in special hanriiing mecha- 
nisms to minimise dents and 
scratdies, this strata^ cuts con- 
siderably the complexity of BSH’s 
in-bouse manufacturing. 

Some of the heavier parts of 




Rexibls friends: workers on the production line at the Nauen facloiy 


Boness 


whit&goods production have also 
bcMi cratiacted out helping to 
explain the absence of noise on 
the shop floor. 

The fartorv' has been laid oui 
so that Paris travel only a shon 
distance from the warehouse 
direct to the production line, 
increasiug the speed with which 
the factory can switch between 
the 900 or so variants in its model 
range to meet customer demands. 

With a high level of investment 
in automation - such as special 


machines for iransforring p.'ins 
between different sections of the 
fitctorv' and tooling to join up 
components through novel fix- 
nires - only •) rent »f 
the overall costs ore acrriunioil 
for by manufacturing labour. 

This is low coRipaivd ivith the 
10-25 per cent figure reporieri m 
many comparable factori'.s ami 
helps to reduce the unpnet of the 
plant's labour costs wliich. while 
low by Gorman standards, are 
still much higher than in monv 


other parts id the world. 

The uverali resuli piLshes up 
v:iliKsidded p<*r per.^m (the Ivst 
.allround nie-asurt' of prodiictiv- 
ily> lo aboiil DiMLHO.imo :i year, or 
nuini than iwice the aventge fig- 
ure fur the F.iinipiMn Union's 
engini'eritig tihltisliK'S 

"We sel uut to pnwe llutt it is 
possible lu build a Itighly cotnpet- 
itive modem plant lu Germany, 
and wi> think we've ilnne it," s:iys 
Riinald Kuhlein, head of BSH's 
l.aundr>' pmiluco: division. 
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FT GUIDE TO METRICATION 

A measure of 

international 

difference 



Michael Smith on 

the chances of 
Europe allowing 
dual labelling 
^ to continue 

Pounds and ounces, feet and 
inches are stiU widriy in use 
in North America but 1 
tbought the European Uuiou 
bad klDed them df years 
ago. Now 1 bear fiiey are 
about to be reprieved. 

Wbat's going onf 
You’re xigliL Tbc US and 
Canada still use, to varying 
extents, these traditiema] 
imperial measures - and 
have their own. ntm-imperial 
gallon. Britain and Ireland, 
the only big users of 
imperil measures in 
Eurcqse, agreed to the 
principle of metrification 
before they joined the 
European Unioo in 1973L By 
X > 1992 Irish metrification was 

^ pretty well complete and the 
UK followed three years 
later. 

What do yon mean "pretty 
weir? Are you saying 
imperial measures are still 
20 use? 

Many British and Irish 
people (and, bcidentally. 
nearly all Americans) 
think in pounds and inches. 
To give mdustries and 
consumers time to adjust, 
the EU agreed nine years 
ago to some temporary 
exemptions. Thus goods 
weighed in the presence of 
otstomers could still be 
measured in Imperial units 
.. . and the fathom was kept for 
marine navigation. In 
addition, manufacturers 
were allowed to continue 
iiciTig dual measurements on 
labels, ^ving both metric 
anri imperial weights and 
sizes, providing the metric 
was as prominently 
displai/ed as the imperial. 

However, these 
exemptions last only until 
the end of next year. After 
that the fathom is probably 
doomed but there is bppe yet 
for feet and ounces. 

Under existing regulations 
manufacturers will have to 
label in metric only from the 
start of 2000. But 
maonfacturers are pressing 
to f«nHrmg duol labelllx^, 
laigely because the US still 
' uses imperial measures and 
frt«n 2000 will require labels 
to carry both imperial and 
metric measures. 

Why should Bnrope care 
about what measures the US 

Trade. US exporter to 
Europe and Eun^i^an 

exporters to the US say they 
will suff'n' financially if the 

EU forces goo^ scild in 

Europe to cairj’ metric-only 
' lahfliR . Hjey would have to 
have different packages^ for 
the two markets and this 
could mean separate 
warehouaiiig and inventory 
systems. 

Is the European Union 
listening to industry’^ 
pleas? 

•r Martin Bangemann, EU 
.‘t industry commissioner, 

supports a delay and erther 
enmmissi imers. inclvuling 
Mario Monti who is in 
J diarge of the single market. 


appear to be on board. Mr 
Bangemann has asked 
European Ckmunission 
officiate to draw tm 
postponement plans. 

So that’s it, then? 

Not quite. 'Ibe period of 
delay has yet to be decided: 
10 years is the most likely. 
And any change will have to 
be approved by the 15 EU 
nations and by the European 
parliament. 

While there appear to be 
no ideolc^cal objections to 
postponement, the EU rarely 
moves quickly, especially on 
issues that need to be agreed 
by all the institutions. 
Parliament will need to vote 
twice on any changes. 

Is a Temrguard action to 
preserve the old system? 

No. All EU countries agree 
the ringle market needs 
standard measures and that 
the metric system fits the 
bill liie UK and Irish 
governments si^iport the 
delay to metric-only 
labelling but neither they 
DOT Industry want to revert 
to imperial measures. 

We are talking here only 
about labelling systems, 
altiMMi^ keesiing poon^ 
ounces and inches on labels 
will inevitably delay the 
ultimate dmnise of the 
popular use of imperial 
measures. 

What is the history of Uie 
two systems? 

Imperial measures date back 
to the Roman empire. Metric 
measurement took hold after 
the French revolution of the 
late 18th century and by tbe 
end of tbe following century 
most of Europe had adopted 
it 

Come to think of it, Tve 
decided I quite like pounds 
and inches. 1 was brought 
up with them and 1 still 
can’t get used to m e t res and 
grammes. Why cant we 

keep them? 

Too late. 'The EU decided on 
standard measures long 
before tbe slngde market 
became tbe b^ project for 
the 1980s and 1990s. 

The US is tbe last big 
trading nation still making 
common use of Imperial 
measures. Even it is slowly 
moving towards 
metrification and that is one 
reason why the EU is 
considering a delay to 
metritxinly labellii^ rather 
t-Hnw an indefinite 
postponement 
Is nothing sacred? 
Presnmably pints and miles 
are next on the agenda? 
f>im yourself. The British 
govenunent realised there 
would be a popular revolt if 
drinkers had to abandon 
their cherished pints of beer 
and elder or bouseboUs 

were no longer able to have 
their pints of milk delivered 
to the doorstep. would 
be similar outrage if 
motorists had to measure 
journeys in kilometres 
irtstead of miles. 

Pints of milk and drangbt 
beer and cider together with 
miles were therefore 
preserved for perpetuity in 
the UK and tbe Irish still 
drink pints of beer and cider. 
Now there’s something to 
celebrate. Mine’s a pint. 


WEAPONS TM BUND DR POISON 

HAVE BEBi BANNEk 
SO WHY IS THE WEAPON THAT DID 

INIS SOLI LEGAL? 



There are some weapons so 
abhorrent that their use simply 
cannot be permitted. 

The horrific effects of poison 
gas in World War 1 saw this 
weapon banned in 1925. 

The insidious blinding laser 
joined this list in 1996. 

But there is one weapon that 
causes untold human suffering 
and still continues to be used. 

That weapon is the landmine. 

Anti-personnel landmines are 
frequently laid in a haphazard 
fashion and continue to operate 
long after a conflicc has ended. 

Which means the victims 
tend not to be soldiers with 
ample medical support, but 
poor men, women and children 
playing no part in the conflict. 

Today, somewhere in the 
world the life of another young 
child will be cruelly shattered 
by one of these weapons. 

Just one of seventy civilians 
who fall victim to the landmine 
every single day. 

That is why the International 
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ENVmONMMT CITIES OF THE FUTURE 

lliird miflennium 
streets of dreams 


Leyla Boulton on the visionaries who hope to 
reshape Europe's cities. Their ideas tackle 
housing, energy use and traffic congestion 


Green-mlsded visionaries 
across Europe are dream* 
ing up dties for the Slst 
cmitury that will be bMWtier for 
humans and for the 
environment 

Futuristic experiments to 
tackle chronic air pollution and 
traffic congestion are forming a 
blueprint for tomarrow's dties. A 
fresh impetus for- reducing 

energy ramemwpHnn namp from 

the Kyoto protocol signed last 
December to corb greenhouse 
gases Tiwired to »*nwigrp change. 

Cities contain 80 per cent of 
Europe’s population and S per 
emit of its energy consomptiott, 
so tackli^ their problems is vital 
for sustainable development. 

Alberto Bfitia, head of the Cata- 
lan Energy institute, argues that 
emission cuts agreed at Kyoto 
*^701 not be feasible without a 
clear application of energy-savlng 
techniques and renewable eDe^ 
gjes in the dty environment”. 

Energy-efficient buildings mak- 
ing better use of natural li^t 
ud insulation, or powered by 
solar energy, are likely to be an 
important feature. But Mr bGtja 
and other visionaries also want a 
revolution in lifestyles and town 
planning that will allow more 
mixed use of buildings for work 
and living to mhiiTiiTBp the need 
for travel within dties. 

To demonstrate the potential of 
existing bnt little used tedinol- 
ogy, model new boildings hous- 
ing the Expo88 world feir in Lis- 
bon consume half the energy of a 
conventicml development 
Ori^isers insist that the 
energy efficient features of the 
gleaming wood, steel and glass 
nei^boorhood, erected on the 
mins of a derelict industrial site 
for about Eeu2bn (£1.4bn), 
involved no extra cost 
Serge Jaure, a French archi- 
tect says fitl^ existing social 
housing with energy-saving fea- 
tures to cut consumption by 30 
per cent would add only i per 
cent in consultants' fees to the 
cost of an ordinary facelift 
A oonfmenoe held by the Euro- 
pean Commission in Lisbon 
sou^ support for new research 


and demonstration projects for 
which, it is proposing to allocate 
about EcuSOCkn in grants. 

But ProfessTH- Scott Steedman. 
director of engineering for GIBB, 
a UK consultancy, told the ooa- 
ference that the problem with 
many special construction pro- 
jects in the past was that “ordi- 
nary people" had seen little bmie- 
fit foom them. 

Tjiffir of enthusiasm for chang a 
(XI the part of households, whidi 
generate a third of CO| emissions 
by using energy in the home or 
driving cars, was not surprising: 

Prof Steefenao said developing 
undetpxnmd space posed (me of 
the most important challenges 
for the European construction 
industry, which he described as 
averse to change and reluctant to 


‘We already have the 
technology but the 
question is how we 
deploy it in the city 
of tomorrow’ 


spend money on research. 

Storage, service connections 
and n gTy insisilttfinns SD(^ 35 

electricity transformers are likely 
to be sited ondoground in the 
(Sty of tomoitow. 

Most of the industry’s critics 
agree that broadening the educa- 
tion of Its professionals to related 
fields such as urban planning 
will be cruciaL 

In amtrast to solving energy 
waste ftom buildings, sorting out 
air pollution from vehicles 
remains relatively expensive. But 
Europe’s visionaries have begun 
to tackle this problem, too. 

Bight cities from Palermo to 
Hel^iki have pooled their pur- 
(foasing clout to procure more 
toan 1.000 clean grerti vehicles of 
the sort that are likely to beixime 
ccnumonplace in the 2lst centtoy. 

Their initiatf^ with the hdp 
of Ecn5.7m from the European 
Commission, is to help drive 


down the price of low-pollution 
tracks, buses and cars and to 
denumstrate their benefits. 

“I believe we already have the 
technology bat the question is 
how we deploy it in the city of 
tomorrow," says Gustaf Luc^ 
the Stodthohn city official who 
(XKJTdinates the Zeas (Zero and 
Low Emission Vehicles in an 
Urban Society) initiattve. 

In a first success, the cities 
have secured nmiMtananffP fe(dli- 
ties and b^ discounts for 19 to 
600 electric vehicles that nor- 
mally cost 50 per cent more than 
petrol fuelled ones. CiUoen is 
even offering to sell electiic vans 
at DO extra cost, while cars from 
Fiat and Peugeot win cost only 25 
per cent more. 

Mr Landahl said the Zeus pro- 
gramme was open to any muni(d- 
pal or private sector fleet (^era- 
tor that wished to join. 

The project also seeks to pro- 
mote public transport. Even 
when sero-emission vehicles are 
widely available, ccmgestioin will 
continue unless private car use is 
(xirbe(L In Germany. Bremen is 
exploring ear-shaijng - with 
vehicles powered by natural gas. 

Even garb^ is poised to 
become exciting in the city of 
tonuarow. Where landfill ^ce is 
deemed in short supply, cities 
could generate increasing 
amounts of new niaterials and 
eneagy from waste. Stodsholm’s 
water utility has begun seELing 
biogas fliri tom sewage to power 
vehicles and to heat homes: 

Meanwhile, ^^rginia S(umtag- 
O’Brien, director of a pressure 
group caned European Cities for 
Climate foxitecQon, argues that 
innovation does not always have 
to be expensive. 

She says auttuxities in Port- 
land. in the US state of Or^on, 
bad simply planted trees in place 
of a four-lane hi^way (m the 
edge cf the city and asked pedes- 
trians to walk across a bridge 
into town. 

And Jose Mariano Gago, Portu- 
gal’s minister for science and 
technology, warned dreamers 
fl gninat wlshfol thfnlchig r “Bather 
than say people ahoold do thirigg 
differently, which is not very 
cemvenient fex a democratic s(xd- 
ety, we need to convince otbas 
that onr dreams are nsefril for 
them and worth buying." 




Comic strip >Mon of tomonefw^ London: the tadinologyafcaMijr exists to create heaBliiar tides for the next mPtannkim Dragon s Ekeem 


PROMOTING CLIMATE CHANGE AWARENESS 


Giving ecology designer appeal 

Environmental change must be marketed like any other modem concept 


Only a sophisticated 
I pflTnpflign to scdl an eco- 
I friendly lifes^le as Am- 
orous bae any nViimcn (tf getting 
people to sdapt grertier behav- 
iour. writes Ut/lti BouUon. 

That was the most strUong 
conclusion of an Ancdt>^3ecman 
environmental fo r u m to es^plore 
how the UK anri Germany nan 
ddiver greenhouse pwiterfnn cuts 

representing the bulk of Europe’s 
struggle against glimate change. 

“Environosental pn^ems are a 
turn-off for consumers because 
they appear ascetic and very 


rational." said Manfired Go^ ists, and poHtldans a rare (vpor- 
thardt, environmental manager tonity to advise each otho' on 
at EUda Fabeige and Lever, a how they should canduct their 
Gearman subsidiary rX Unilever, affairs, 
the An^Dut(h multinaticasaL The fonun ccmeluded that - 
What was needed instead was with the help of (Clever marisetizig 
an sqgiroach that would eppeal to and the emxrtaiument industry - 
the irrational tnaHnafg that even reduced dependenen on the 
made people buy McDonald’s motorcar might be sold as hfo. 
hamburg^ Calvin Klein under- Tom Bnrl^ a former head of 
pants and Hollywood fifans. The Frlmds rt the Earth vdio now 
meeting held at the Wuppertal advises Rio .Tinto, ^ mining 
Institute and initiated by the company, argued that for too 
Angjo-Geiman Foundation for I<2Qg enviromnentahsts had znade 
the Study of Industrial Society, the mistake (if trying “to win 
gave mmpgTiiPQ, pn vi mnmpntnl- -.aigiiments rather thm\ change 


public concern about (dimate 
nbang e without turning people 
off. Households and drivers of 
private can in both ffiitain and 
Gennany produce about a third 
of carbon dierdde owiiaaninB from 
fossil fuel consixmptlon. Yet UE 
publicity campaig Bs exhorting 
people to save both energy and 
money have had little Imp^ 
The consumer organisation of 
North Rhine Westphalia has 
oijoyed a hntited response to its 
ewmpaign to prtsuade pe(]pJe to 
“leave their cars at home" for 100 
days. 
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“I know its late, Lilt III like same 
gujsLi. How far (lo I ka^ 



You neeJn'i ever leave tke comfort of your Four 5(ia9on8 Hold room to Le transported by a talented ckef. 
Room eervice menus abound wilb regional selections: from deep-disk pizza to striped bass 
prepoivd iritbout unwanted cal(u4es, to bomemodo ckicben soup at midni^t. Eior 
tke same breadtk of choice in anotker unequalled setting, visit our restaurants 

downstairs. Tke demands (jf business demand notking less. Pk(me your travel Four Seasons 
counsellor or, in ike U.K., 0S00-526-64S.\^it our Wek site: irww.f(mrscasoaB.cCBn ■ 

q^aerneeaf^^de^ in jp cwBAiH. 



Casting back to the past for material advantage 


Brflish chemists are using 
Ihe m()lepcvlar ecpiivalent ()f 
an ancient metal casting 
tortinkiue to create a novd 
class (rf porous materials 
witti po twt fa l appR(ratfdns 
as high-perfonnarwe 
catalysts, o l ootiudea and 
se n sing devices, Mvfliss 
Simon tter^ngtan. 

Tbs researeheis at the 
Urdwsf sH y of Southampton 
believe that the method 
gives unprecedented control 
over foe size and 
arohiteehire of foe pores, ' 
whteh ere ciiKdal to foe 
mstoriain* propertiee. 

The key is foe use of a 
(teas of moleeule called 
surfedants, wM(di vfoen 
pla ce d In vnrter 
^nteneously ag^egato 
into spheres. If foe 
coneentralion of foe 
surfectant Is increased, foe 
number of tefoeres 
nnereases inH they begn to 


Lacent stretches 
optical fibres to 
their limit 

The (apa(% of optical fibres 
has been pushed to new Ibnrts 
by Lucent Teehnolagles, foe 
US tdecomrmaiieatkxe 
company. 

TTto new fibre, AllWave, 
harnesses an untapped region 
in the fibre spectrum by 
eTeninafing water molecules 
tteough a purifleatlexi process. 

The advance win heip 
service provideis deTiver • 
high-sp^ and cost-efleefive 
(figital senricas such as 
muHimeda. the intemet and 
vkteo-on-demaid. 

Lucent Technologje&‘ US, tef 
80248^748: http:// 
wwwJucenLGM) 

Hotels favour 
shades of grey 

Hotel chidns often use . 
s(^isticatad software 
totems to predkit customer 
demaiKl and decide how 
much to charge tor rooms. 

But hotel managers • 
somrthnes override the 
^fstam's rac(xnmendations In 
the bend that thrir own 
judgment and intuition are 


fuse together to form 
cyfindrical aggregates 
packed in a hexagcxtal 
coof or m a tkxi - one cyttoder 
aft foe centre surrounded by 
six others, and so on 
throughout foe sample. The 
spaces be t w ee n foe 
coders are orroiqried by 
water. If foe (xmeentretkxi is 
bieressed fkirtber stfil, the 
cyCndsrs fuse to form fiat 
layers, again separated by 
water. 

"Some years ago 1 asked 
what would happen if you 
introduced into foe 
waterufified areas something 
that woidd form a rigid 
striKrtwa,” says George 
Attard, who kx i ds the 
research -teank 

fusing bade (fows sliy 
it was posAle to load fire 
water with inateilola that 
(XHfid reaeft together to form 
sSca. "We obtained a serfid 
block to wMch the 


cyBnifrical aggregates had 
become encased in a matrix 
of silica. When we removed 
-the surfectant we were left 
arHh a rrast of the 
arcliBecsIune of the BquM 
cryatei, a biock of sofid 
dHca (XNitaining uniform 
qrlindHeal pores." 

Dr Attard desoibes the 
p r o c es s as being akto to foe 
centuries-old lost wrax” 
(aatirrg techifique, where a 
mould was crea te d by 
scidptng beeswax Mo foe 
deskad shapes encasing it to 
plaster of Parfe and then 

removing foe wax by 

■ — ^ ■-* — 

nenng. 

Esther experimertte 
showed mfous metal kxis 
GOUM be toeerted into the 
porog to crooto sub s t a nces 
aftth irttitosfc eatalyllc 
acllirily. 

The size of the pores was 
Important — tfiey were 
b et w een two aird eight 


nanometres aexoss, 
particularty useful 
(Smenslons for many 
catalytic appIteathxB. 

The Southanrpton team, 
ferg^ ftnded ^ the 
Engineering and Phydeal 
Sciences Research Coiaidl, 
then experimented whh 
salts of preckrus metals. ^ 
<6ssolvjng a ptafiman salt ih 
the aqueous (tomains of the 
BquW oystals, it was 
possiile to (xaate metallic 
pfatiraim tofiiaed with a 
f’^ular array of pores of a 
specific dze and 
arehiteeture. 

The qwtem (ran also bs 
exploited er te ctrou iie i n kragy. 
If a flat o l eci ro do is (finzed 
into foe Bquld crystal 
tofsten^ it is possible to 
buM up a flm of metal over 
foe efeGtrodefe eurfeoe, 
crxrtaining an array of pores 
of pre-determtoed dze and 
shape. 


IN BRIEF 


bdter. Now a study 
(xxtducted at Duke Urriverdty 
in the US suggests that "fuzzy 
logic" - which replaces the 
black and white choices of 
dassioal logie with various 
shades of grey can improve 
the dfectiveness of holds’ 
computer modds. 

Rb^ logic which has 
applications ranging from 
washtog machines to train 
controls, is usdul when it 
comes to handling vague arrd 
imprertee informab'on, eucXi as 
whether advance booking 
rates have foe ifght “feet” to 
the hotel manager. 

Researchers buBt a 
prototype “fuay logic expert 
system” based on the insights 
(rf two expertenced hotel 
managera as to why they 
ovenede their eris^ 
computer revenue 
managernent system. The 
fizzy logic system prtxftjoed a 
"measurable” revenue 
tocreese, they add. 

Di4(e iMverity: US, iel 
9196818057; a-m^ 
Mone&duimmrs.ckiket.edu 

An all-seeing 
train guard 

Train operators may be able 
to improve foe security of 
their passengers and reduce 


vardaDsm by installing a 
cwnera system that allows 
incidents to be nnonitored in 
"realtime*. 

Urrique Tertordc, a UK 
teehrnlo^ oompany, has 

designed the system, based 

on Open Clreult Television, 
vrirtoh altowe users to record 
and monitor the activity on the 
tTain,ft eomprfsee a number of 
visible arrd concealed 
camerae thd as installed in 
teilway carriages and 
^^’^VMXrisd to a (roncealed 
digital video recorder. The 
ere rscxxded and 

t'auwiiiiieU In real time to a 
specified destination over 
CettneFs digits mobile phone 

network. They are atored and 
tagged so that they can be 
'e'riewed by entering time and 
date detaRs. 

The system has been 
"Stalled by Arrgel Train 
Contrarjts, a leasing company, 
for testing by Ihanies Trains. 
Unique Technic: UK, tel 
f0>'l7137153S8; fyx 
(0)1713715352. 

Salesman's 
world tour 

A travelling salesman has to 
visit a specified manber of 
cfifeB. What is ids shortest 
touts? 


This farixxis C(xiundrum is 
of a class of 

mafoemalxral problems that 
crap up repeatedly In science, 
wiglncotlng and mwragemenL 
Bcamplas range from driHirg 
holes In prtotad (drouk boards ■ 
to routing heHcopters around 
oil rigs. 


Jfte posit is that the 

Pfc^lsm becomes Increasingly 
difficult to solve as foe 
number of cities increases, 
along with the number of 

Postible routes. Computers 
ffnd H particuiarfy hard. If a 
computer had to the 

lengtiis of aB possible routes 
**®tween too (dties arxl find 

the shortest it would take 
hSHons of years for ft to 
®®niplete foe cslculatioa 
^ rasearchers at Rice 
^Jnhrersfty in the US are 
findtog new ways to tackle foe 
using mathematical 
toodels and Ngh performante 
^puting. They have recently 
tound a solution to the 


tiiwq 

of 7,397 dties 
vtes set in 1994. 

lArtrersftyr us. j 
T1383f4793;e-mail 
unraudrfcaedb 


Vanessa Houldo- 
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Europe unruffled by Asian woes 


FT SYNUiETIC EURO RATES 
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SynBiette Euro against ttw dolbr 

Spdrwo 


I^RGHWp^^ 

By PMI^ Coggan, 

Maitets Edbir 

Hie chill winds blew in fmn 
Asia once again but BurO' 
pean stock markets were 
fairly resilient as they 
awaited the details of Alan 
Greenspan's testimony to 
Confess. 

The US Federal Reserve 
chairman’s speech only 
began as most European 
bourses were closing. But 
the initial reports for his 
speech looked like they 
would have zziiaed implica- 
tions for markets, as naiit i nn 
about equity pric^ was bal- 

EUnitopSOOBirebfDe 

Mu 


anced with some fairly 
upbeat statements about the 
DS economy. 

Earlier in the day, Euro- 
pean markets grappled with 
the bad news from Hong 
Kong, where the Hang Seng 
index fen neariy 5 per crat 
to a three year low. Con- 
cerns are moonting the 
weakness of the Japanese 
yen will put pressure on the 
Chinese and Hang Song 
auttaonties to devalue. 

Nevertheless, the losses on 
most European bourses were 
biriy limited for much of the 
day. Frankftirt and Paris 
closed with small gaing awri 
reached all-time closing 
highs. A stronger dollar 


hehied bolster share prices. 

'^e ETSE Enrotop lOO 
index IbD just QM to 2JSHS? 
while the broader Snrotop 
300 dropped 1.41 to 1.2S6.96. 
The FTSE Eurohloc 100 
jpdea, confined to ea&gianifls 
in comnriee that are set to 
beemse part of the single 
e nr re n y. managed a modest 
1.67 point gain to Uls&TS. 

European bond markete 
were generally higher on 
further -flight to safety” 
buyit^. Ihe Bundesbank left 
German interest rates 
unchanged, as was widely 
ezpected- 

Antomoblle stocks were 
the best peifonners of the 
day. e»iriiTig i.g per cent. 


Volkswagen was particularly 
strong, rising Ecu S4.6 to 
Ecu on the of a 
Lynch upgrade and 
some strong five month sales 
figurae. 

Oil exploration was the 
worst performing sector of 
the day. after Tuesday’s late 
decline in crude ofi futures 
prices. Entetpriee fXl slipped 
Ecn 0.2 to Ecu SJR while 
LASMQ dropped Ecu 0.1 to 
Ecu 

Endesa, the privatised 
Spanish utilicy, rebounded 
Ecu 0.6 Co Ecu 20.17 after 
Tuesday’s near 5 per cent 
(bn as institutional investors 
took the opportunity to build 
positiaa& 
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'How can European bond 
portfolios best be diversified 
once the euro has arrived?" 


You'll get more insights from ABN AMRO. 
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INTERNATIONAL CAPITAL MARKETS 


Search for safe havens lifts prices 


GOVERNMBIT BONDS 


By Jenny &aiit fai Undon 
and John Labale in Hew York 


Bulls took charge of the 
maritets yesterday, piiahlng 
prices higher as Asi^ equi- 
ties took a battering, the 
Japanese yen came under 
sellmg pressure, and inves- 
tors took heart from com* 
ments by Alan Greenspan, 
chairman of the Federal 
Reserve, indicatiDg that no 
interest rate rise was immi- 
nent in the US. 

Renewed worries over the 
possibUi^ that a limp yen 
mi^t spark a devaluation ci 
the Chinese currency, the 
renminbi, re-ignited emerg- 
ing market concerns, send- 
ing investors to the govern- 
ment bond markets in 
search of safe havens. 


In Germany, bund prices 
receiv^ an added lift as the 
Bundesbank elected to leave 
rates unchanged. 

US Treasuries rose more 
ihAw one fiill pt^ after Mr 
Greenspan's testimony to 
Congress, which traders said 
paintprf a feirly bnlaaced pic- 
ture of a strong ITS economy 
and the deflationary eSbets 
of the Asia crisis. 

However, he put markets 
on notice that the Fed may 
have to raise rates at smoe 
Stage if inflation concerns 

warranted such a move. 

Ws Still keeping bis fin- 
ger near the trigger but the 
maricet’s taken it in reason- 
able fashion,'’ said Kevin 
Adams, gilts strat^ist at 
Barclays C^taL 

A ^nirt of buying in US 
TREASURIES, some of the 
strongest in weeks, sent 


prices soaring at the long 
short ends of the curve, 
and moved the long bond 
yield below its recent ti^ 
tzadiiig range. 

By early afternoon the 
bendunaik 30 *year Treasury 
bond had gained lit to 105 S. 
sending the yield through 
the important 5.75 per cent 
level to 5.712 pa cmiL 

At the shorter end, the 
10 -year note rase A to lOOK, 
yielding 5.625 per cent, while 
the two-year note gained % 
to 99 Sr yieldix^ 5.550 per 

CKit. 

‘'Buyiz^ was up before Mr 
Greenspan spoke and contln- 
ned afterwards,** said Tom 
O’ConneU. senior govern- 
ment trado' at Hist Chicago 
Capital Markets. Central 
banks and hed^ ftmds were 
believed to be among the 
particqwnts early on. 


Mr (hreenspan ss’d moD^ 
tary policy might have to 
tl^ten if demand showed 
few signs of ebbing, but 
added that he did not see the 
ne^ fbr that now. 

Mr Adams of Barclays 
Capital said earnings figure 
WWW likely to come under 
close scratiny. ''Tou've got 
to see the whites of Infla- 
tion’s eyes before yon 
tighten policy. It will not 
come in the prodnea: prices 
level but it will be in the CPI 
figures, the shorter-term 
annualised rates. That's 
iriiat they will be watdung 
cloeely,’' be said. 

UK GILT futures closed 
ova: half a point tai^wr on 
strength overseas after 
the release of the Bank of 
Engfand’s monetary policy 
committee minutes for its 
May meeUng. 


Ihe minutes showed that 
seven out of el^t members 
bad voted against an interest 
rate rise, raising eyebrows 
given la^. week’s eventual 

ti ghtuning '- 

Ttae lO-year September 
fatures contracts settled up 
0 B 6 at 109 R 8 in volume at 
njXXi contracts traded and 
in a range of 109 A 5 -U(k 06 . 
The spread ' over German 
bunds narrowed four basis 
points to 95 points. 

. ISRIKAN BUNDS powored 
hitter, with the lOyear 
tember bund future 
up 0.45 points at in 
heavy vbtome of 4 S 0 J )00 coo* 
tracts in FrankfUrt. 

The deddon by the Bund- 
esbank to leave interest 
rates unchanged added to 
confidence. The bank met 
yestoday because today is a 
holiday in Germany. 


Ico on D-Mark 
bandwagon 


MTjSNATIO^ 
By EdwanI Luce 


Ico, Spain's state-guaranteed 
development bank, yester- 
day joined the D-Mark band- 
wagon with a DMlbn oSer- 
ing. The lO-year bond, which 
follows Ico's global dollar 
offering last month, was 
issued for "strategic rea- 
sons" in advance of moD» 
tary nninn, an ^fBrial at 
Commerzbank, joint lead 
with ABN Amra 
The D-Mark sector has 
taken off in the past few 
weeks, mostly owing to the 
growing investor view that it 
Is the best currency to opt 
for In advance of the intro- 
duction of the euro. In addi- 
tion. borrowers believe the 
DMark gives them better 
access to retail investors, 
many of whom are still 
imsure about the eura 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


BU W Diidio Wkdu IMB "Im 

aw cw pitet n*i ww w ciigiH 


MMM 

(MAD 

' r. 0 M 

1024570 

S 49 

.»044 

*046 

*071 

*009 


10107 

10050 

1304138 

675 

4&14 

*030 

-rfl .12 

- 1.45 

MMl 

omo 

74 B 

1024300 

446 

-aos 

*041 

•040 

*042 


07/07 


1054000 

440 

-045 

-444 

-015 

-050 

amkto 

eiflo 

4MI 

59.7800 

4.14 

-aw 

*003 

-056 

*052 


03107 

0450 

1092400 

443 

-045 

-OJB 

<14 

-OB 

Cwatfi 

a »99 

4 .no 

99.4300 

542 

*042 

* 0.10 

*043 

40 JS 


OBW 

7450 

1124000 

S 42 

- 

*042 

-015 

- 1 .B! 

DriMtofe 

12)59 

anoD 

1023000 

445 

-043 

*041 

-035 

*OU 


1 U 0 T 

-VWO 

7144400 

542 

-IMB 

-043 

-020 

-144 

iWferii 

01 i 09 

11400 

1044201 

177 

-043 

* 04 } 

-003 

■•Oil 


04 W 

7450 

ii&iaso 

447 

-044 

-042 

-013 

-147 

tanto 

DIM 

Aim 

904100 

445 

-444 

*043 

-OK 

*034 


MHM 

jATSO 

1114000 

403 

-045 

-an 

-At 4 

>053 


1 M >7 

'S 5 II 0 

1045000 

443 

-047 

-rnw 

- 0.19 

-057 


IMS 

aim 

1064400 

547 

-045 

-055 

-on 

-144 

CriMriV 

fern 

4400 

1004500 

341 

•044 

*041 

-003 

*045 


11)01 

7400 

1154500 

440 

-046 

^A 9 

-016 

-064 


sm 

1-6000 

1065000 

442 

-006 

-044 

- 0.15 

-Off 


07/27 

0400 

1164100 

547 

-045 

-045 

-019 

-140 

MMa 

01199 

aag> 

1004850 

641 

-059 

-045 

■<43 

-075 


auc 

!B 4 I» 

iiaaoD 

547 


-044 

-012 

-145 

Mr 

osno 

6400 

103.7500 

4M 

-041 

-001 

-044 

-012 


asm 

■6450 

iwsaao 

443 

-nn» 

-041 

-048 

-215 


07)07 

£750 

1144900 

543 

-044 

^na 

-013 

-241 


line 

7450 

1214300 

545 

-am 

-003 

-Oil 

-240 

Jtafe 

ion 

6400 

1104300 

aw 

•riUB 

-041 

*044 

-on 


12)03 

4400 

1174300 

AM 

• 

*061 

-OM 

-140 


09416 

3400 

1134300 

146 

. 

*045 

-014 

-143 


oon? 

3000 

1146000 

206 

-001 

*043 

<20 

- 1.13 

MMtodi 

11/99 

7400 

1044300 

444 

-044 

*041 

-007 

*030 


03417 

& 7 S 0 

1064400 

4.79 

-005 

-044 

-Oil 

-045 

Item 

03,10 

0500 

07 W 71 

616 

*043 

*044 

*051 

* 1.11 


11/06 

6000 

1057993 

aw 

*020 

•aw 

*040 

-041 

mrmi 

n)W 

0400 

lOBWOO 

443 

•*007 

-047 

*033 

*040 


0 UD 7 

6750 

1063500 

547 

- 

-040 

-045 

-059 

tafewri 

03199 

6400 

1011207 

442 

-040 

*042 

*044 

- 1.12 


03477 

B£ 2 S 

II 1 M 00 

540 

-US 

-044 

-012 

-147 

fpM 

Wins 

7400 

104400 

4.19 

- 4 A 

-043 


-049 


03417 

7 . 2 SO 

1104300 

440 


-044 

-014 

-142 

SriWto 

Ot /99 

iiaoo 

toune 

440 

-044 

-018 

-040 

-003 


QB 4 I 7 

6000 

izaiozo 

444 

-007 

-010 

-on 

- 2 n 

SfeMrtriH 

am 

5000 

1054500 

150 

-047 

*003 

• 

*042 


09)07 

4.500 

1124000 

243 

-044 

*003 

-014 

-040 

UK 

OOflO 

6000 

oaosn 

694 

-043 

*030 

*030 

■MUB 


nw 

& 7 W 

IIHAI 4 I 

542 

-004 

•oto 

-041 

- 1.10 


I&V 7 

7450 

1 I 141 S 

540 

-049 


-015 

-142 


0621 

6000 

1310350 

545 

-009 


-oa* 

-IJO 

« 

lOW 

SOS 

100 0470 

550 

-044 

*041 

-047 

-OB 


11 . 1 H 

7475 

1114770 

542 

•044 

-003 

-019 



06117 

6135 

1014670 

645 

-004 

-003 

-019 

-003 


06 ?; 

U» 

106 IBS 0 

679 

-Oloo 

-OH 

-049 

-UB 

BD 

014 » 

4 000 

nOZDQ 

443 

-005 

*003 

*001 

-001 


01477 

5900 

104 4500 

447 

-AB 


-017 

-140 


M MM nomiiMaMd tak. vMta 1 
Bn^nWbtrmnMdM 


SM» UMM DWFT MBM 
at MMilWMwg ■ ■ mi 


10 YEAR BENCHMARK SPREADS 

9 iwi Smw 


Ml 10 

YM 6 

Wnli T 4 M 5 


YWa 

Bufeb 

rome 

AOSMi 

575 

*om 

+041 

tafeZerind 

090 

* 2.10 

*U 8 

AlBfeB 

44 ! 

*012 

-042 

ikawr 

&39 

*049 

- 0.15 

erighm 

496 

*018 

•046 

taonri 

aos 

*035 

-049 

CaoMii 

S 42 

*042 

-022 

Serin 

545 

*035 

-049 

ObiomiIi 

SlU 

*043 

-asi 

aNDDM 

440 

*019 

-045 

IfeMH 

440 

*018 

-086 

SrilbeWiH 

24 ! 

-145 

-342 

Ranee 

488 

*0116 

•066 

Ut 

OR 

*045 

*011 

Gbbmi 

440 

- 

-074 

US 

644 

*074 

- 

leMd 

ao 7 

*027 

-047 

ECU 

443 

*013 

-061 

my 

5.12 

*032 

- 0.43 

Soito feMCM l)M)Fr HonMi 


Jimi 

146 

• 3.54 

-448 

(dWH dHo ■ Oto 1 M dlriw 


nBI 0 ww» 

448 

*ao 6 

•a .68 

iMmafiWMi 




EMERGING MARKET 

BONDS 





JmM 

RW 

ttW 

Oewn 

sap 

(WBIO 

BU 

pnea 

BU 

1 W 4 

OWi 

GftOS 

KM 

M 8 A 

Wge 

JH 

SPH 

w 

US 

BGOMK 

CrhOI 

oao! 

7400 

88 B- 

96.0449 

741 

*006 

-041 

*241 

RiM 

07/04 

7.125 

BBO- 

101.839 

& 7 S 

4046 

10.15 

+ 1.14 

ROBri 

euB 

. 10400 

ss- 

884000 

1247 

•* 0.10 

* 1.19 

■iW 

BUORMeBU 








Xigarina 

0007 

ftTSO 

B 8 

03 JS 00 

1043 

*044 

+032 

* 4,64 

end 

05127 

10125 

60 - 

eottoo 

11.19 

*ai 4 

*041 

*040 

MOBW 

05)36 

11400 

SB 

1173500 

OR 

*047 

*024 

*491 

BMK 

(Hu 

07 A 6 

7 .rao 

080 * 

1002977 

547 

*048 

- 0.12 

+147 

AftllferiS 

IVIO 

079 

OB* 

9 £ 38 B 

844 


■fOJO 

+345 

iidm 

ovai 

7 . 7 S 0 

BOB- 

902858 

847 

*046 

*041 

+347 

B IWUCIIWIBBU BBT 

Utanen 07/00 OiSS 

BO- 

1014543 

01 ! 

* 04 B 

•on 

+242 

Smti/ttka 

IttOG 

0375 

BO* 

1043320 

746 

*046 

-017 

+245 

TMeo 

00)07 

lOOOO 

0 

iDt.isn 

9.79 

*046 

*017 

+ 4.19 

B BMOyeORB 
/men 03)33 

0750 

BB 

7 S. 12 S 0 

040 

* 0.02 

*406 

*£R 

BfeBi 

04/14 

5400 

BB- 

77sm 

1048 

* 04 ! 

*444 

* 4.72 

Modco 

1 OT 9 

0250 

GB 

ajaao 

742 

*003 

*403 

*111 

Vonezeals 

oan 

6.750 

0 * 

634750 

037 

*002 

*411 

*245 


tdPM eM« nas a <ss 
SMHSPHrsiaM 


owfr 


New international bond issues 
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Yesterday’s offering was 
seen as relatively tightly 
priced by several bankers. 
The deal was priced to yield 
16 basis points over the 
bund, roughly one basis 
point wider than Portugal’s 
sovereign benchmark and 
about flve baris pmnts widea* 
thaw KfW bond. 

However, an nffiHai $aid 
German banks were particu- 
larly attracted to the deal, 
due to the relative scarcity 
of zero risk-weighted paper 
in that znaikeL 

BANCO CENTRAL HIS- 
PANO, Spain’s third laiuest 
bank, made its mteruadonal 
debut yesterday with an 
E 60 Qm offering. The bank, 
which clearly saw better 
publicity opportunities In 
the euro than in the D-Mark 
due to the scarcity of names 
in the future currency, was 
also issuing the larg^ float- 
ing rate deal so far in euros. 
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An official at SBC War- 
bi^. joint lead with SG, 
said the deal was strategic. 
"We could have launched 
ETSOm but BCH did not need 
ftiat much.'’ he mih. 

The bond, which was sold 


mostly at a margin of ll 
basis points over three- 
monfii Ubor, follows corpo- 
rate issues by Laforge, Oli- 
vetti and Parmalat in euros. 

Sabadell, Spain’s 10 th larg- 
est bank, is es^ected to come 


to the market today witti an 
E 250 m offering and Lazio, 
the Italian region, is to issue 
a £ 250 m offering on Friday, 
mabhig it the first municipal 
nntity to tiq) the fotore sin- 
gle currency. 


Petrobras 
offering 
seen by 
October 


By EdwanI Luce 


The Btarilian governmmit is 
eiqiected to come to the mar- 


ket in advance of presiden- 
tial elections tbig October 
with the oSer of part of its 
stake in stateccmtrdUed oil 
group Fetrdbxas. 

The Sfim offming, whidi 
would reduce the state’s 
dake in the company to Just 
51 per cent, will be led by 
ABN Amro Rothschild, Mei> 
rill Lynch and Garantia - 

the Brasilian hanlr that haa 

just been purchased by 
Credit Suisse First Boston. 
P e trobr as wilL tharefbre, not 
be fully privatised. 

'Ihe deal, of which more 
than SO per cent 'WiU be 
offered to international 
investors, will be Brazil’s 
largest equity offering to 
date. It fMlows the sale to 
intematioiial investors c£ a 
laige tranche of Petrobras in 
an trfferitig last year. 

Tjitin ATYtarlnaw wunpanies 
have been as good as shut 
out of the international 
equhy markets thia year due 
to widesinread jzttecs about 
the haaWh of emaw ^ g in g ' TWar . 
ket paper. But the potej^ial 
size of the maricet - with 
gSObn worth of privatisations 
expected from Brazil in tihe 
next three years - has 
caused fierce competition 
awinng hawha fet* mandates. 

The Merrill Z^ch omisor- 
tium accepted record fees of 
just 45 basis points on the 
Petrobras deal but at S 28 in, 
consortium officials say 

Mrwfng g wiH be MMwig h fO 

make a profit "The larger 
the deal the more we can cut 
fees," said tme. 

P^robras’ DSrlisted shares 
have traded at about $21 in 
recent wedks, agaip^abi^ 
of $32 and a low, of $ 21 . 
Strong demand is esperted 
flrenn tile DS and Europe. 
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By Gwsn RohliiSQO fo Sydney 


The weakness of the 
Australian dollar has caused 
havoc in the foreign 
exchange, bond and bank 
bill markets. 

The currency’s recent fall 
to 12 -year lows baa driven 
the Sydney Futures 
Exchange into the largest 
trading volxunes in its 38 - 
year history. Yesterday the 
SFE said it was beading for 
a A$l, 000 bn a 7 S$ 598 bn) 
week, following its third day 
of record trading, in which 
open poations topped 2 .im 

Within a week, a swii^ 
from strong hopes of an 
interest rate cut to fears on 
Monday of an hmninent rise 
represented what Las Hosk- 
ing, SFE chief executive, 
siud was the "most signifi- 
cant tornround in interest 
rate sentiment *bis decade". 

While the Australian dol- 
lar Lag tumbled steadily in 
the past week to A$ 1 . 70 Q 4 to 
the US dollar, its lowest 
gTTirti* mid- 1966 , cash 

rates have stayed at 5 per 
omit, tile lowest in nearly 30 
years, following five succes- 
sive rate cuts. 

However, the market is 
not waiting for the Reserve 
Bank of Australia to act (m a 
rate rise and is ma k in g its 
own decisions, which are 
"driving the yield curve 
absolutely crazy,” Mr Hosk- 
ing added. 

Yields on Australian 
short-term debt instniments 
soared in the past few days 
as the market priced in 
highar rates after watching 
the wholesale dumping of 
the Australian dollar. 

Yesterday, S^tember and 
December bank bill futures 
feu farther, for an implied 


yield on the September con- 
tract of 5.74 per cent. weU 
above the 5 per ceirt ^ 
rate and the impbed yield a 
week ago of 4.72 per cent 

The iSO-day biU closed at a 
yield of 5.79 per cent, up 

from 5.76 per cent 
Conversely, the price of 
the June three-ycor bond 
futures contract implied a 
yield of about 5.60 pet cent 
and the lO-year August 2008 
contract one of about S .70 
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per cent 

With yields on short-dated 
above 


m 


m 


maturities rising 
those of longer dated bonds, 
the market is already betting 
on an official rate increase 
and raising pressure on the 
central bank to act 
t ^riing commercial banks 
and nwrtgage lenders have 
moved to protect them- 
selves. indicating yesterday 
♦hat they would raise fixed- 
term home loans by as much 
as 0.4 percentage points 
"Between now and Frida)’ 
is a critical time. If the dol- 
lar fells further by Thurs- 
day. we will be in for srane 
very, very active trading," 
added Mr Hosking. 

Some analysts believe the 
recent trading patteins that 
have driven up yields on 
shorter maturities cannot be 
sustained. Australia's infla- 
tion rate Is still low; growth 
set to slow, due to the 
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Asian economic crisis: the 
na tinnai budget is in surplus 
and the government’s out- 
standing debt profile is 
likely to be halved throush 
privatisations, they say. 

Most agree, however, that 
the three-year rally in Aus- 
tralian bonds may have run 
out of steam, even while the 
SFE is likely to continue for 
some time riding its hi^iest 
wave of activity. 
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CURRENCIES & MONEY 


Yen slides again as Greenspan speaks 


By Daniel Dombey 

The gloomy outlook for 
Japan's economy once again 
laid the yen low yesterday, 
despite concerns about reao- 
tions to the currency’s falL 
The yen ended a topsy- 
turvy European trading day 
at Y141.3 compared with 
Yl4a3 the day before. But in 
early US trading the cur- 
rency slid as low as Y14L67 
to the dollar- its third seven- 
year low in three days. 

'Testimony by Alan Green- 
span, the Federal Reserve 
chairman, the dollar 
atrengtfaeaed against the 
yen. as well as the D-Maik 
and sterling. A handful of 
middle-ranking currencies, 
sank towards record lows. ‘ 
“The foreign eischange- 
market is very much driven 
by the problems in Asia and 
the impact at the moment is 
that people are buying dol- 
lars throughout the world,” 
said Tony NorGeld, currency 


strategist at ABN-Amro. 
“But as the yen weakens, 
the risk of intervmition must 
increase.” 

The yen's problems were 
deepmed yesterday by data 
sbowii^ that Japanese cor- 
porates suffered drops in 
sales, profits and invest- 
menL 

At a meeting of the Group 
of Seven leading industxla- 
Used countries, Lawrence 
Summcsa, US domfy Dea- 
sury secretary, noted the 
“adverse consequencies of 
yen weakness on Asia and 
the world econrany”. 

But while he smd he was 
monitoring development, his 
comments fbU br short of 
signalling the intervention 
some had thou^t possible. 

The dollar's rise acceler- 
ated after Mr Greenspan 
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that US interest rates ml^ 
have to rise urilBaa 
began to show more signs of 
slowing down. He added that 
current stock prices might 

be cUfEicult to gnstain 

■ sterling prospered yester- 
day, despite the effect of 
minutes published by the 
Bank of Eln^and's monetary 
policy committee. The pound 
strengthened a pfennig to 
DM2.936, after reaching its 
highest point for a month at 
around 2.S31S. 

The miPHtog revealed that 
the ntoe'member committee 
was divided at its May meet- 
ing, with one vote in favour 
of a rise in rates, one for a 
decline, and the remainder 
for no change. The division 
was seen as indicating an 
uncertain outlook for UK 
interest rates. 

"The bet the matter is 
that sterling still has solid 
interest rate su]KK>rt,” said 
Neil MacKinnon of hedge 
fund advisers Burke & 
MacKinnon. “The markets 
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that even if a peak in 
interest rates has been estab- 
lished. it wUl be a long time 
before interest rates down.” 

The UK’s rate of 7.5 
per cent compares with 
per cent in Germany. 

“The markets have been 
influenced by the testimony 
at the Enropean Central 
Bank fon Tuesday], which 
indicated that interest rates 
are probably not going to 


rise that much because of 
low inflation in the euro- 
zone,” said Mr Norfield. 

The pound was also 
boosted by the strong dollar, 
•which ended trading hours 
in EbJTope np two pfennigs at 
DM1.797. 

■ Once again, the sinking 
yen caused pnAlems for a 
range of other currencies. 
The Australian dollar was 
hurt by its eoemomy's trad- 
ing relationships with Asia, 
current account deficit, and 
the prospect of elections. 
The Aus^ sank towards its 
all-time low of $0.6715 
against the US dollar. Late 
yesterday, the currency 
stood at $0.5875. 

■OTHER CURRENCfES 
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”Tlie Aussie looks sick. 
Until the yen stabilises it is 
gmi^ to be very difficult.” 
said Mr MacKinnon. 

The Hong Kong Slock mar- 
ket also lost almost five per 
cent, a sign of investors’ con- 
CMn about the territory'. The 
Taiwan dollar touched an ii- 
year low. 

■ Intervention by the Bank 
Of Canad a failed to stop the 
countiy’s currency from 
weakeoing yesterday. Mid- 
way through trading, the 
Canadian dollar stood at 
CS1.4G66 to its US counter- 
part, close to the record low 
Of C$1.46S6. 

The global hunger for the 
US cuiTmicy has only added 
to vulnerability caused by 
Canada's lower interest 
rates, and the Canadian dol- 
lar has moved in sympathy 
with the Aussie. 

Although Canada’s expo- 
sure to Asia is small, in less 
trouble-ridden times the cur- 
rency was seen as a higher 
j-ield US dollar. 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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NOTICE OF REDEMPTION 
TO TBE BEARER HOLDERS OF 
AJberto-Colver Compai^ 

5 Vi percent Convertible Ssborffineted Debcatnres doe 2005 
(ISIN XS0058384016) 

Redemption Date: 15th July, 1998 

NOnCElS HEREBY GIVEN THAT.puRoaai 10 SecDons Ji03 and IKMofibelndeiMinedaiedasor 
30* June, 1995 (the “lodentnic”) betwceo Albeno-Culver Cooqnny (the “Company”) and Baidcos This 
Cwnpany, n Ttuaec (die “Tnistee”), the Company hai ejected to exemise its opdon to ledeaxi and win 
redeem all of the outstanding 5 Vi pereeni ConveniUe Suboidiiiaied Debentures due 3(r June, 2005 (the 
“Securities”) issued pnnuant to the Indenture and (be Company doa hereby call all of the priadpal amoiuu 
of the SecuritiH for leden^tion on IS* July. 1998 (the “Redemption Date”) at a redempdoo price of 100 
percent of the principal amDoat of the Seoititics (ihe “Redemption Price”) plus amied iniereai from ■■ 
July. 1998 of U.S. S2.29 per U.5. S 1 ,000 priodpM atiKwmt of Seeariiies (“Acoued interest”). 

Cta the Redemption CWe. the Redemption Price plus Accrued Interest srill become due and payable on 
the Securities, ad inierest on the Seeuritiei will cease lo accrue on and after such date. The Securities must 
be surrender^, logeiber with all umnaiaied coupons, to uy address set forth below to collect the 
Redemptioa Pri^ 

The Securities are coavotible into Clas A Common Stock (the “Common Stock”) of the Compt^ at a 
Conveiaon Flto equal to U.S. $16.1875 for each share of ConunoR Stock (each II.S. $1,0(X) principal 
■mount of Securities will be converable nuo 61.776 shaies of Common SmeJO. The rigM (o oonvert (he 
Securities will tenninaie at Ihe dose of business on 15* July, 1998. No fiaciiOBid shares will be issued, but 
cash win be paid io lieu of ay fiacthmid share. The cloring price of the Common Stock oa the New York 
SiodtBtdia^ we U.S.S27 per share on 29lh 199B. 

Hoideis of Seenritie who wish to convert (heir Securities into Common Siak must (i) surrender the 
Seenritie, logeiber with all unmmured coapoiA duly endotsed or assigned to the Compay or in Wank, at 
any addres set forth below, (ii) complew aM sign the Convosw Notice m the back of their Securitie and 
(ui) have their Securitie and coiipou received ai any address sd forth below not (aier tha (he close of 
on 15* July, 1998. at which time the right of conveiaon will lenmnaic. The Securitie ma) not be 
presemed for redeiaption e conversim at ay offiee of the Compay, the Tinsiee or any paying agent of the 
Compay in the Un^ State of America. 

If any Secariiy is converted on or after 30* Jnne, 1998, intcresi payable a 30* June, 1998 win be 
paid to the beire of that Scenrity who surrenden the a|q»roprute cnopon to any atfabvss set fertii 
below, notwithstanding sndi convcrsioiL The holder of a Seenrity converted prior m 30* Jnne. 1998 
wfti not be entilled to be paid the interest otherwise payable m 30^ June, I99& Accrued Intcresi ftwm 
1“ July, 1998 to die date it e w ersion wiD not be paid m any converted Security. 

The SecuritiH and aopons and the Required Ceteftcaie (only for redemptions) as set forth herein, must 
be Surrendered to gpiiefl the Redemption Fkice or lo anven the Securities into Common Stock at one of the 
foBowing loeations: 


fifttonniwiiirCpmwBiW 

BankereTmK Qanpaqy 
I AppeU Street 

LoedooECZATHE 
Uaked Kngdm 


Bankers Ttasi LBScndMBg&A. 
14 Bonfevanl FD Rmimli 
L-3450LracRfoaig 


Swiss Bank Corpantien 

RsadqilMZ 

OMIOZuridi 


REQUIRED CERTIFICATE 
Albeito-Colver Company 
S \A percent Convertible Sobordinated Ddwntures 
Due June 30, 2005 

The undersigned holder of tins Security undeistands (hat the Company may be required by Section 1445 
of the United SutH Internal Revenue of 1986. as amended, to wUhhoId ten percent of the principal 
payable to the holder upon the redemption of this Soniriiy if this Security constiiuKs a “United Sub red 
propefty inierea”, as such term is ^gfingn in United States Tenqwraiy Treasuiy Regnlations Section 1 .897- 
9T(b) or applicable successor r^ularioos. in ibe hands of the beneficial owner of this Security if such bene- 
ficial owner is not a Uniud Suies person, as such term is defined in Section 7701 of the United States 
Internal Revcone Code of 1986. as amended. In onkr to inform the Company whether withholding is 
required upon the redenqxion of (his Security, the undenigaed botder, for itself and <ni bdulf of the benrti- 
cial owner of tins Security, Iiereby cenifia as follows: 

Q This Security constitutes a United Stales real property interest, as ^ove defined, in the hands of 
its benencial owner, 

Q This Security does ooi constitute a United States real property interest, as abo\-e defined, in the 
hands of ils benefictid owner: 

Q Thebeneficia]ownerofihisSecurhyisBUailedStaiespersoB,asabevedermed.wbosenanic. 
address and taxpayer identification number are as follows: 


No payment of the Redemption Price or any aecnied inierest will be mode to the bolder or any other per* 
son with respect to the ledemption of Ihis Security unless one. but only one, of the boxes above is niaiked. 


[Name of Holder] 


Dated: 


*To be dated the date of 
presentatkxi orsnrreader 
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COMMODITIES & AGRICULTURE 




COPPER KAFUE COLLAPSE PROMPTS MOVE 


Zambia turns 
to Anglo for 
assistance 


Struggle to put floor under crude 


Oil exporters are failing to stop failing prices despite commitments to producBon cuts, writes Robert Coizine 

Asian demand for the year, towe TO h^dav 


ByKeoDtfi Gootfing, 
Minig Correspondeot 


Tumhia is hu rting fo Allglo 
American Corporation, 
South Afidca’s biggest com- 
pany. in the h(^ of salvag- 
ing attempts to revive its afl- 
ing copper industry on 
which the country's econ- 
omy heavily depends. 

the move follows tbe col- 
lapse of the Eaflie consor 
tium, which for 16 months 
had been n^otiating to take 
over Nkana and Nchanga, 
the two biggest divisions of 
state-owned Zambia Consoli- 
dated Copper Mines. 

Also, LNM Holdings, 
which the government 
suggested had been in talks 
about the divisions, said: 
**We are not interested." 
LNM is privately owned 
by Indian entrepreneur 
L.N.MittaL who also con- 
trols the Ispat steel group- 

Anglo American has been 
negotiating for three years 
to take over another sub- 
stantial ZCCM asset, Kon- 
kola Deep, the devetoianent 
of which is likely to cost 
about saoOsL An^o said yes- 
terday there had been infor- 
mal approaches, suggesting 
it might wiMwaga Nkama awH 
Nchanga until buyers could 
be found. 

There had been no formal 
approach so for, Ax^o said, 
“and before Anglo would 
even consider getting 
involved, we would have to 
do our own study of the divi- 
sions or buy Rafue’s study. 
This could not be done 
quidtly." Also, there would 
have to be a management foe 
and it was not clear who 
would pay this. 

lire apforoach to Angdo fol- 
lowed the withdrawal fran 
the Kafue consortium on 
Tuesday of the remaining 
two members, Avmln of 
^ooth Africa and Commoo- 


wealth Development Corpo- 
ration, the UE development 
finance institution. Their 
withdrawal came only a 
week after tbe other KafUe 
members, Noranda, the 
Canadian zkatoral resouTces 
group, and Phelps Dodge, 
the US copper producer, quit 
after the Zambian govern- 
ment rejected a $lJbn pack- 
age from the coDsortinm. 

Nkana and Nchanga 
account for about two-thirds 
of the output of ZCCM, 
which is responsible for 80 
per cent of Zambia’s foreign 
anH 2S pCT Cent rt 
its gross domestic product 

Difficulties have also beset 
the Eonkola Deep n^tia- 
tions. Three of An^’s part- 
ners - WMC of Australia, 
Gencor, another South Afri- 
can group, and Faiconbridge 
of Canada - have left 
Ando’s consortium. 

Anglo insists it would not 
proceed on its own but 
would seek new interna- 
tional mining mmpany part 

ners after a feasibility study 
is completed at the end of 

this m onth 

“The result of what has 
been a five-year ezerdse in 
transferring ZCCM from 
state to ixivate hands has 
been a fiasco,” said John 
Clemmow, analyst at Ivestec 
Securities, in his Africa 
Today report “Bdining com- 
panies that have been part of 
these lengthy n^otiations 
have been treated abamlna- 
bly by the vested interests 
that fr^tother rule Zambia. 
Not tbe least responsible are 
the multilateral oiganisa- 
tioDs whose vadllatioas in 
the of V.flimhian political 
intransigence have caused 
the Zambia negotiators to 
believe that ftiey eonld opei^ 
ate in a for mote beBigeiW 
mflnngr than their economic 
oIrr nmfitanoftB would have 
otfamwise allowed” 


Leading oil exporters 
yesterday strayed to put a 
floor under crude prices, 
wtaidi cootinned to foQ in 
eplte of commitments by 
Iran and Nigeria to take part 
in the latest ohordinated 
production cut 
The bellwether Brent 
Blend for July delivery was 
quoted at $12,89 a barrel in 
late London trading, down 60 
cents on Tuesday's close, 
and 85 cants lower Chan tbe 
intraday h]^ which coin- 
cided with Iran’s announce- 
ment that it would cut an 
additirtwl 100,Q00 barrels a 
day. On Tuesday, July Brmid 
sh^ 73 ooits. 

I nie latest bout of price 
I weakness crtitrasts sharply 
I with last Friday, when Jnly 
i Brent rtosed at $14.60 a bai^ 
rel as the markets responded 
positively to the announce- 
ment that Saudi Arabia, 
Venemeia and Masco would 
shave an additional 450,000 
b/d in an effort to push 
juices hl^tier. 

However, scepticism has 
set in about the potential 
effectiveness of the cuts in 
the foce of cootinuing high 
stock levels in big petroleom 
markets, such as the US 
Europe, and new details 
aboot the scale of tbe Asian 
economic do w nt u rn. 


The price of ow Mo ppjy 






“The basic problem is that 
there was a suddoi stop in 
demand in Asia but no sud- 
den stop in supply.” said 
Tom Manning at industry 
consultants Purvin and 
Gertx m Houston. 

Earlier this week, the 
Intonational Energy Agency 


in Paris, wfaieb monitors 
woiid oil markets on 
of the main indusGiallsed 
countries, reported that 
Asian ol] markets “weak- 
ened a gam in May". 

The tea also made a fur- 
ther downward revision to 
its estimate ' of mmemental 


which it now says is liki^ to 
be 782,000 b/d below last 
year’s average. 

The latest lEA monthly 
report bad more bad news 
fiifr the maritets. Downward 
reviskms to first-quarter TO 
demand “more than offoet 
greater than expected 
demand in Europe,” it noted, 
ft alan redoced its 
of see^-quarter ^obal 
demand by 510.000 b/d to 
73m b/d. For fim fiill year fixe 
lEA expects ^obal oil 
demand to grow by just 1.7 
per cent, cmyared wifli last 
year's 23 per cent increase. 

Some anaiysts see recmt 
drawdowns of erode oil 
inventories in the US as a 
sign fifot tile oO ^ut in the 
world's biggest ool consum- 
mg country may be easing. 
However, stocks aronnd 
Cndiing, a key 

<^il v » ct *1^^ trrfgmal Qg OSl 
market that can affect the 
prici ng of the benchmaih 
wn crude, rose to recmd 
levris. 

Other analysts also warn 
against reading too much 
into a few stock drawdowns, 
which can be made in 
response to a number of tem- 
porary, short-trtm foctors, 
such as rsfiners xnaeasiag 
runs of the fodepen- 


Srt^of the peak period 

of i^mand for gasdUno- 

On the supply aide, the 
KA data reUakd this week 
confirm that the flist round 
of cuts by the Organisa^ 
of Petroleum Exporting 
Goontries and the bfe non- 

Opec producers, such as Nor- 
way Mexico, are having 

an i mpaet. Opec outo^t lu 
May vras ffi0,000 b/d lowff 
than in April, at 2S.07m b/a. 

Ah Naimi. the Saudi Ara- 
bian minister, yesterday 
ended a whirlwind toor of 
the Gulf after having 
secured commitments from 

Kowait and Iran to take part 

in the seeoaid round of cuts. 
Migwta said zt, too, would 
probably take part. 

Fun details of the cuts are 
e^>ected to be hammered 
out at thenestlOpec meeting 
in vumna cm June 24. 

Current prices are well 
below that forecast in the 
budgets of Opec members, 
but there is stfll considerable 
scepticism that tbe exporters 
group will be able to deliver 
cuts that will turn round 
market sentiment in the 
short term. “They'll do 
MiMi gh to keep prices above 
$10 a barrel,” said Mr Man- , 
ning , “but not eadu^ to get | 
Dwt m to $20.” I 


News of 
Asarco 
cut lifts 


copper 


ji^MSolman 


Gold trade hopeful on £CB reserves 


By Kennedi GoeAg ta Loodon 
and Soott Morrisoa to Tvoolo 


A disappofntmrtit but not a 
disaster for gold. That was 
the majority verdict after 
Wlm Duisenbexg, president 
of the new Eurc^^ Central 
Bank, said there was a con- 
sensus amftwg central 
goveraors that lO-lS pa* cent 
of the bank’s reserves should 
consist of gold. 

The future of European 
central hanit reserves has 
been tim central issue con- 
fronting the gold Industry 
during the jtast 18 wMimths, 
and helped to drive the price 
down to ISV^year lows in 
December. 


nie 11 European countries 
indoded in tbe first wava of 
monetaiy union eoBectivety 
hdd nearly 13,000 tonnes of 
gold, equivalent to five 
years' supply from the 
world’s mines. How mnch 
would be sold after the Euro- 
pean central bank began 
operating, the industry 
asked Itself. 

Those determined to take 
an optimistic riew yertaday 
said that at least the “fear of 
zero” • ooncem that the new 
bank would hold no gold at 
all in its reserves - had been 
removed. 

“The fact that they are 
talking aboot 10-18 per cent 
is, therefore, a positive 


development,” said Vince 
Borg of Barrlck Gold, Cana- 
da’s biggest prodneef, 
although the range was 
lower titan producers had 
btgwd for. 

ft Mr Duisaiberg is eonreet 
(he made It clear that no 
decision ^ been taken), 
the BCB wm hold 600 to 900 
tonnes of gold in its 
reserves, leaving more than 
12,000 tonnes with nstdonal 
central banks. 

“The percentage of gold 
that the SCB elects to hold 
as part of its reserves is 
largely of symbolic signifi- 
cance.” said Kamal Naqvi, 
analyst at Macquarie, the 
Australian banit 


“The key question 
remains: how nmeh anton- 
omy will the mdiODal central 
banks have over manage- 
ment of the assets left in 
their reserves? deatiy, tiie 
less autonomy these 
naHfmai hanim have, partic- 
ularly in terns of sales, tiie 
mmre positive this issue 
becomes for gold,” he said. 

HSBC Securities makes a 
similar point in a gpecial 
repeat, saying: “hi the longer 
term we su^ect tirat control 
wiQ be drawn towards the 
centre, but for the initial 
guidelines we must wait for 
the ECB wn n rM innamiwits “ 

HSBC analysts Doug 
l^dcn and Stnart McCarthy 


said “it is unlikely gold 
related will be high cm 
the priority lists [of the 
BCB]. It eonld easily be 
Angnst or September before 
the gold market’s BCB 
gnABring pamA fe OVeT.” 

Mr Naqvi said gidd might 
^ towards $288 in the short 
term. “Longer term, the 
impact of the Duisenberg 
statement is likely to be 
muted as tiie 10-15 ps* cent 
figi^ while not positive, is 
reasonably dose to the neu- 
tral posifion ct 15 per cent” 

Gold, which was $299 an 
onnee before Mr Duisen- 
berg*s remazks, fell to $389 
yesterday befrxe recovering 
to cdose in at $29835. 
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ACItOSS 

1 Being cagey at stock 
ezdiange with creative 
accounting initially thrown 
out (9) 

6 BoDour the varirt (5) 

$ Besential for leadi^ indos- 
ffltiist to appear in the 
'rtsdi televisloD jdayback 
(51 

10 A fruitful aonree of imnf g. 
rial information (9) 

11 to fovoor of a cin^ wotk- 
mg outside in comploocsi- 
tary feahlon ( 10 ) 

X2 Better tan ( 4 ) 

14 Spin of coin Involved a 
monber of parliament in 
UoomerCn 

15 Grab me back, getting 
round ban CT) 

17 Service with timn for fov. 
mg on of han^ (7) 

2 $ iBstnictiotts to run and 
weak tbe pieces ( 7 ) 

30 Do without the blackest 
section ( 4 ) 

32 Long period of evil ainim p 
P^le with leaders of 
Northern Ireland unban. 

ptiy mute 0(0 

35 Watch how to find length 
^sonata, say (9) 

more frigid 

27 Hto assignatkm with some- 
^ who shows their age? 

^ ^ it 

gttains first class crisis 

, . DOWi 

1 ^ the Other verse (5) 


3 Make a pile till caoiht out 
at Oval ( 10 ) 

4 (fought in skin of foshfon-. 
able dress wem by quefoi 
(7) 

5 Issue OVW title of hlprHlM 

^ J^CD 

6 Etoff for a late song (4) 

7 Live with srilot? Fd enl- 
erate first! (5) 

8 (fooice occariODs (9) 

13 Namdy in a close emih 
tional attachment, but nm- 

away from the law 

14 Finished the foil day (9) 

1$ Like a cold blooded 

Cre^iO', the Mlpcrnan 
fix A (9) 

*«*(«) 

19 m the matter of holidays, 
*V® , take someone 
else’s place (7) 

21 S^ce traveller has to 
anive on tinyi (s) 

28 Make a union strike bsek 

34 for Manx cat at wotk 
(4) 
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Copper rose to $1,720 a tonne 
in after-bouzs trading on the- 
London Metals Exchange 
yesterday on news that 
Asarco. the TO isinisg 
group, was plaiming to cut 
nroduction by 15 per ceiA at 
its refinery in Amarillo, 
Texas- 

Asorco attributed tbe 
reduction, which amounts to 
i pounds a month, to a 
shortage of raw materials 
including copper anodes, 
scrap and blister. 

However, the company 
said it bad enou^ raw mate- 
rials to meet its customer 
commitments for the rest of 
th(g year did not expect 
the cuts to have any signifi- 
cant effect on its financi a l 
results. 

The bearish market for 
nickel pushed prices to a 
new 4 'A-year low. with the 
metal closing down $80 at 
}4^ {yo a tonne. Alnminiam 
fered brtter. recovering frnm 
Tuesday’s 20-month low to 
end $5 hi^r at $1,344 a 

*fwwr>w. 

Coffee futures ended 
iTiTv ed on the London Finan- 
cial Futures Exchange on 
»v>in volumes, with many of 
the trades July-September 
contract switches. July 
contract ended the day at 
$1,769 a tonne, a gain of $4. 

Colombia, one of the 
world’s largest coffee eaqiort- 
ers, said it produced 1.3m 
(snifg) bags of coffee in May, 
a 55 per cent increase on the 
836JXX) bags produced in the 
gAtne month last year. That 
followed a rise of 32 per cent 
fbr A|iriL 

The Natiimal Coffee Grow- 
ers' Federatiim has forecast 
total production of up to 
10.Sm bags for the 1997-98 
spasm, fhrtiigh the CTQP haS 
been reduced by unusually 
hot wrather caused by the 
effects of the B1 Nlfio 

weather p hpnmtipnnn 
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LONDON STOCK EXCHA NGE 

Hong Kong stocks lose ground in London trade 
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MMIOETR^ 
By Peter Jobn 


The story of tbe London 
stock market yesterday was 
largely a paragraph from tbe 
latest Asian saga. 

Weakness in the Japanese 
yen {gainst the dollar tipped 
over into heavy selling of 
the Ha^ Seng as iavasfrffs 
worried about Hoi% Kong's 
peg against the US dollar. 

And the latest attack on 
tbe ffopg Kong market sent 
it to a three-year low with a 
5 per cent loss. 

That pushed London's 
Hong Kong*related stocks 


down sharply and set the 
trend for the day. 

The two big Hong Koag 
plays - HSBC and Standard 
Chartered - make iqi a quar- 
ter of the haniring sector, 
which in turn represents 
almost 20 per cent of the 
overall market. 

the market recmvlng 
no lead from tbe release first 
thing of finm 

the Rank of England’s mone- 
tary policy committee, that 
level of pressure was bound 
to predmninate. 

The FTSE 100 index was 
off more than 50 points 
within half an hour of the 
start of t rading and subse- 


quently stayed within a tight 
rax^ for most of the day. 

Any feedback from Alan 
Greenspan's speedi to Con- 
gress on the economy was 
not expected to surfoee 
before the market closed 
and, by that time, the Worid 
CiQ) had kicked off with the 
Scotland-Brazil nmti'^h. 

Consequently, Footsie 
remained foco^ on the 
Asian reaction and ended 
the day 32.4 lowm: at 5,987.4. 
The FTSE 350 Closed 29.7 
lower at 5,936.9 and the 
Smaller 5.7 off at 2,781.4. 

Nevertheless, dealers wre 
not significant^ discouraged 
by the day’s performance. 


They said the (hlls coincided 
with turnover that was low 
at first sight and even lower 
in cash terms. That 
suggested there was little 
genuine selUng. Volume of 
8ttm shares by tbe official 
cut-off point was below Mon- 
day’s level and flattered by 
turnover of almost loom 
shares in two small stocks - 
Signet and Tamaris. 

One senior sales trader 
commented: "Once you dis- 
count the low volume, .we 
have seen some reasonable 
two-way institutional busi- 
ness. 

"We were always going to 
open lower because of Asia 


and so was Wall Street But 
the Dow looks resilient and 1 
think the recovery has 
started." 

Tbe Dow Jones Industrial 
Average started about 40 
points lower and slowly 
clawed its way badt dazing 
the last two honxs of London 
tiadiizg. 

As for the Bank of 
England minutes, they 
appeared to generate apathy 
and lyn ftMion. 

Tbe minutes showed the 
policy committee had voted 
seven-tomie against raising 
rates at its previous meeting 
on May 6-7. That tka* 
several members had 


changed their minds 
between then and last 
weds'S rate rise. 

Biebazd Crdian Morgan 
Stanley Dean Witter said: "I 
think tbe minutes are being 
regarded as v^ barinvard* 
looknig given that tbe rate 
lise was so noeifpecteiL" 

Other economists said the 
mixmtes undennined eaziler 
rumours that last week's 
vote on a rate hike bad bemi 
unanimous. 

Mirfwgi Saunders of Salo- 
mon Smith Barney pointed 
out that (miy five membss 
of the MFC voted for an 
hwwyaa ^vhfle fiiMir favouTed 
no change. 
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Heading 
for a cup 
letdown 


COMPANIES REPORT 


By Peter John, Joel Hbazo 
and MartiB Mce 


Scotland's disappointing 
result in the first game of 
the soccer Worid Cup might 
mirror the frite of some of 
the perceived corporate ben- 
eficiaries of tbe tournament, 
say analysts. 

Brewers, hoteliers and 
broadcasters are not expec- 
ted to reap the profits from 
increased beer sales, occu- 
pancy and advertising reve- 
nue that some sector special- 
ists h(4)ed for. 

Among broadcasters. 
United News & Media, Gran- 
ada, Carlton, and Scottish 
Media have the strongest 
exposure to a boost from 
advertising revenue duriz^ 
the World Cup. 

But Anthony de Larrinaga 
of Panmiire Gordon said the 
television companies had 
squeezed their rate card for 
the period so hard that 
advertisers had bought 
ahead to avoid the high 
costs. 

Bfr Larrinaga baa actually 
kfrecast a small decline in 
advertising revenue for 
June. United fell 13 to dOOp. 
Granada, which published 
Interim figures yesterday, 
eased 45 to £11.38 in trade of 
3.3m as tbe maiket also reg- 
istered its disappointment at 


the lac k of news on dispos- 
als. SBC WarbuiE Dillou 
Read is believed to have 
downgraded its stance on 
the stock from "buy" to 
‘‘hold" following the figures. 

On tile drinks trade, Geoff 
Collyer. leisure specialist 
with BT Alex Brown, said; 
"We eiqiected tbe pubs to be 
quite gui^-bo, but they are 
down^ilayliig the impact" 

Pub groups such as Whit- 
bread accept there will he a 
few profitable weeks in their 
pubs divisioDS, but they will 
only ofiset the downturn in 
tbe restaurants division and 
poor Et^r sales, bit by bad 
weather. 

Mr Collyer said groups 


such as Yates and jd Wethr 
QTspora woald not be diluted 
by diversification bnt are 
unlikely to have a big tm- 
lioence boost as their pubs 
do not have television 
screens. Yates was op 2Vk at 
545p, but Wethttspoon was 
flat at 314p. Whitbread fell 9 
to £10.26. 

fri hotels. Queens Moat is 
the most exposed to France 
with 2J)00 of its 18,000 rooms 
in the World Cup host coim- 
try, but the sector is more 
afiteted by persistent take- 
over speeolation. Queens 
Moat firmed to 37Vip. Lad- 
broke and Granada also 
have hotels in France. 

Analysts said tbe biggest 
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gainers miglit be the over^ 
sold tiddlers. JJB Sports, 
which has come down from 
823% over the past 12 
months, bounced 3% to S9p. 

Asia-exposed stocks were 
bit hard after the Haj% Seng 
fell to a three-year low. 
HSBC feD 72 to £15.10 while 
Standard Chartered, which 
yesterday announced senior 
management changes, 
regained some of the ground 
lost eariy in the day to dose 
20 off at 693Vkp. 

Tbe company said Rana 
Talwar will succeed Malcolm 
Williamson as group chief 
executive at the begining of 
October. 

One dealn* said: "The tim- 
ing of the management 
changes was unexpected and 
we see it as neutral On bal- 
ance I think investors are 
likely to stay out of this 
stock for some time.” 

Cable & Wireless was also 
weakened by poor sentiment 
in the Hong Eobs market, 
tbe shares easing 5 to 720p. 

In the rest of the retail 
banks. Haiffaie surrendered 
27 to 86lp as the Nationwide 
Building Society’s decision 
to hold mortgage rates 
prompted fears of a price 
war. 


Abbey National, which 
yestmtiay raised its standard 
variable mortgage rate, 
shrugged off fears of a mort- 
gage war. lie shattt firmed 
4to£ilJ)2. 

The dedsioos by tiie FTSE 
Actuaries UK fiidices Com- 
mittee brought no big sof- 


by poatttve brdier cominmit, 
with Merrill Lynch re- 
iterating its "accumulate" 
advice. 

Ihe broker expects posi- 
tive news flow firom meet- 
ings the ftfimpiiny Is bolding 
with analysts and a trading 
update due later this Tnopth. 

Sage gained 57^ to £15.85, 
with Sutheriaods reiterating 
its "buy" recommendation, 
(fraham Brown at the broker 
said: "Market leadership, 
org^c growth and cash 
generation place the com- 
pany in a prime poMtion in a 
warkai-. ufolch js fragmented. 
It is the enviable leader in 
the consoilidatian process.” 

Carlton Commimications 
cioeed 3 cp et S7p. as deal- 
ers reflected on positive 
news on advertising revenue 
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prises. Stagecoach is to enter frean rival Granada. 


the FTSE 100 as ejected, 
and eased 2% to £13.87V&. 
WPP will also enter the 
FTSE 100: it fefi 2 to 4SSp. 

They rqdaced Nect, which 
lost iVi to 564%p and W<flse- 
ley, vriiich eased to 400^. 
Entrants to the FTSE 250 
included Thomson Travel, 
down 3 at 181V^ in busy 
trade of llm, and Compota- 
eeuter, whidi lost 1V& to 
75lp. 


British Biotech 


Among stocks being 

demoted frtan -the FTSE 250 
was British Bfotech. which 
was not so long ago a strong 
contender lor entrance to 
the Footsie. The shares 
closed up 2K at ^p. Two 
years ago Ih^ nuc^ed 3S0p. 

iffisys suffered the vola^ 
ity for which the Sets system 
has been notable, as it fell 55 
to £34A5 foUowing its 117^ 
advance in the previoos ses- 
sion. 

However, investor appetite 
for stocks in the infoniiation 
technology sector, the festest 
growing in the market, 
remained ondinuned. 

Loglca achieved one of the 
best performances in the 
FTSE 250 as it rose 72V& to 
£18.25. Sentiment was helped 


The company said its 
Technicolor Video subsid- 
iary is acquiring a 50 per 
cent stake in Mexico’s lead- 
ing video manixfeo 

turer. Central de Video for 
around $lS.5m (£8.4m) in 
cash from Gixqio Video ^fisa, 
hfexico's largest home eotmr- 
taimnent company. 

The reahsatiaiL that Daily 
MaflftGenera l Triis t would 
not make the FTSE 100 saw 
it ease 190 to £28.60. 

CGU was the best per- 
fonner in tbe FDotsie as talk 
of a bid for Ihe UK insaiance 
giant resurfeced. nie shares 
hardened 40 to £12.08. 

Dealers said tiie rumours 
came out of Italy and several 
pointed to Assicurazioni 
G^ierali, tire co mil i y * s larg- 
est insorer. as a likely bidder 
for CGU. However, John 
Mair at Qrarimhonse *11111^ 
dismiss ed the ^leculation. 

Traders also noted switch- 
ing ont of Royal &Snn Alli- 
ance and into OOU. Royal 
Sun closed 1V& up at G66^p. 

The third statement on 
profits tn the past two 
months from Future Inte- 
grated Telephony knocked 
the shares a farther 4 to 
30i4p. It put the loss it expeo 
ted for last year at betweai 
£900,000 and £L4m. 
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Rockwell Automotion is helping 
Nestle scoop the market in ice cream v/lth 
perfect flavour and consistency. 
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MARKET FOCUS 


Europe pushes on in spite of eastern woes 


WORLD OVBWIBV 


made hia testimony to Con^ 


The darkening mood across 
Asia yesterday tdiled sig- 
nally to unhinge equities in 
Europe, where Frankfurt 
and Paris nudg^ ahead to 
fresh record highs, writes 
Brown. 

Wall Street too was steady 
in early tradi^, waiting 
patiently for pointers to the 
likely trend of US interest 
rates as Ahm Greenspan, 
Federal Reserve ehairman , 


It was all a far cry from 
the earner tnrmoD In Asia* 
where a renewed wave of 
currency scare stories, 
sparked by another torrid 
-day lUr the yen. sent stodk 
markets in the region 
steeply lower. 

Ban^rak ^ 5JS per cent, 
Hnng Kong 4.9 per cent and 
Seoul and Singapore more 
than 4 per cent as talk of a 
further round of currency 


devaluations swept the 
region. 

The main fbcns of the car> 
reney worries looked to be 
the fThinaaft feomjjibi and 
the Hong Ecmg dollar. Houg 
Kong equities passed a 
hifidily visible ruilqwst, slid- 
ing down throu^ 8,000 to 
extend the Hang Seng 
indet's decline since last 
August to more than 50 p^ 
cent 

The currency worries, 
which culminated is an li- 


year low for tiie Taiwanese 
dollar, were potentially 
hei^tened yesterday when 
the Bundesbank stood firm 
on interest rates and in so 
doing underpinned the 
recent ctwaig th of tiie dollar. 

The yen was changing 
hands at below Y141 to the 
US currency late in the 
European trading day at 
tl^ level the downside pr^ 
sure on Aslan currencies 
today is likely to remain pei> 
suastve. 


Tim weak trend in Asia 
continued to unsettle other 
emergmg markets. Moscow, 
stiB waiting for news of G7 
economic assistance, fell SSt 
per cent and Latin American 
centres, notably S£o Paulo, 
opened In bleak mood. 

El^here it was a dlffe^ 
ent story. Again the message 
appeared to be duality 
weeks; that steady muitings 
growth and detenmned ccs^ 
porate rationalisation make 
a significant buffer. 


It remains to be seen 
whether the US and Europe 
can remain aloof frtan the 
problems of emergmg mar- 
kets, but a nuzober of bro- 
ken are showing eptimism- 
HSBC Trinkans remains 
'Werweit^t” on Gennany. 
but has lowered Its year-end 
bend yi^ Ssreeast for bunds 
from 5.1 per cent to 4.7 per 
cent and as a result has 
begun to edge up its yea^ 
end targets tor the Dax 


hit by rate nses 



Greenspan 
sparks off 
buying spree 


Weak yen extends Asian falls 


S paring shOTt-teim interest 
rates and a plunging New 
y^aiand dollar are playing 
havoc with the New Zealand 
stock market* which hit a 
two-year low yesterday. 

fWtrienee In the financial 
markets plummeted late last 
week after US credit rating 
agency Moody’s placed ue 
country's fardgn debt rating 
on oedxt watch negative, a 
move that suggested it will 

be downgraded from AAl. 
Large corporates, including 
Tgj yy gPi were also put on 
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ASIA PACIFIC 


AMERICAS 


US shares reversed early 
losses with a ral^ fbr the 
bond market underpinning 
gains for blue (diips. writes 
J6lm Labate in New Yaic. 

Investors were braced fOr 
Federal Reserve chairman 
Alan Greenspan's testimony 
before Congress. Delivered 
in late morning* Mr Green- 
span's remariss helped to set 
off a buying spree in bonds 
that pulled Treasury yields 
down. 

By early afternoon, the 
benchmark long bond had 
soared lA to to 105fi, send- 
ing the yield down to 5.718 
per cent 

B)Ir fteenspan commented 
on the strength of the US 
economy, and its effect on 
the stock market 

“Jn short, oar economy is 
still enjoj^g a virtoons 
cycle, in whii^ in the con- 
text of subdued inflation and 
generally supportive credit 
cmiditioas, rising equity val* 
ues are providing inmetus 
for spmidiDg, and, in turn* 
the expansion of output, 
employment and produetivi- 
ty-enhandrig capital inve5^ 
ment” 

By early afternoon the 
Dow Jones Industrial Aver- 
age had pushed into positive 
territory, gaining 27.65 to 
9,077,57. The broader Stan- 
dard & Poor's 500 rose 4fil to 
1,123.22. But the upward 
trend was balanced by the 
fact that declining stocks 
were still ahead of advanc- 
ing ones, if only by a slight 

Ttiarpin 


Banking shares pushed 
higher as bonds climbed. 
Chase Manhattan was up 
S2Kto$148tt. 

Technology stocks had not 
recovered frtxn the morning 
gloom, with the Nasdaq com- 
posite index down 6.06 to 
1,794.71. Hie Pacific Stock 
Ermhange’s technology index 
was offby 2A8 to 336.36. 

Falling semiconductor 
share prices wei^ied heavily 
on the computer sector Ibl- 
lowing a profits warning by 
Lattice Semiconductor. The 
warning was followed by 
analyst downgradings, and 
Lattice tumbled nearly 28 
per cent or $8% to I28H. 

InteL the industry leader, 
was (A to (69%. The Phil- 
adehihla Stock Exchange's 
chip index plnnged 47 per 
cent to 24S.6L 

Tran^nrt stodss remained 
strong. Among airlizies, US 
Airways climbed 52 to (77% 
while Delta Air Lines rose 
(2Ato(128^. 

TORONTO was marked 
down in eariy trade on con- 
cents that the oentzal bank 
would be forced to raise 
interest rates to defend a 
weakening dollar. By mld- 
sessian. the TSB^ oampae- 
Ite index was 49J3 lower at 
7,486.0 in volume of almost 
afim shares. 

Weakness In golds and 
financial services also 
helped push tbp key tTitU«p« 
lower. Analysts noted thst 
all but two of Toronto's 14 
sub-indices gave ground dur- 
mg wKTi-nifig tiade. with only 
the transport anH retail sec- 
tors posthig modest galna. 


The weak yen sent invastorB 
on a spending spree and 
HONG SONG extended its 
losses for the weds to almost 
7 per cent as the market 
closed at its lowest level 
since March 1995. The Hang 
Seng index fell 412.09 to 
7,979.37, up from a low of 
7306.39. 

China-linked issues were 
again hard hit, with the rad- 
chte index down 6.1 per cent 
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Sao Paulo falls again 


SAO PAULO fell 309 or 3 per 
cent to 10,061 In thin vol- 
umes as the sharp declines 
in Asia overshadowed the 
goverxunent's announcement 
of the details for the Tele- 
brds privatisation. 

The nUnimum price for 
Telebrds, the largest ever 
privatisation in Latin 
ica, was set at a total of 
RSlSfibn to be auetioued on 
July 29. Preferred shares in 


Tblebrds fell B(3fi0 or 2.6 per 
cent toRSlsa 

MEXICO CITY slid on 
Asian woes with the IPC 
index down 713 or 13 per 
cent to 448735. 

Investors ignored positive 
economic data in sidte of the 
April trade deficit being 
revised down late Tuesday. 
Telefonos de Mexico, the 
benchmark, fell 30 pesos to 
2136 pesos. 


and H shares lostug S3 per 
cettL 

A sharp rise hr locsl inter- 
est rates also rocked sati- 
ment as Hong EkMig*s leader, 
Tung Chee4iwa insisted the 
local dollar would remain 
pegged to the US euneiicy. 

fridex beavywei^ HSBC 
slumped HK(9 to KE(181. 
Clhaong Knrig dlved tO 
HE[(33.60 and Hutchison 
gave up wicfasn to HE(34 

TOKYO fell on yen weak- 
ness, regional amoerns and 
the flnonriipi hpplth pf Japa- 
nese banks, writes Alexandra 
Harney in TWq/o. 

The Nikkei 225 Average 
fdl 13 per cent or 19031 to 
15,839.26, having traded 
between 15,298.8 and 
1632038 during the day. Los- 
ers outpaced gainers 746 to 
to 352 With 145 issues 
nochanged. 

Hanks and securities com- 
pnTTioq dropped on concern 
about bad debts and falling 
markets in Asia. Investors 
are pessimistic about the 
government’s capacity to 
siqiport the yen and prevent 
ftirther aiiriPK in Asian mar- 
kets, analysts said. 

The bardsmg sector slipped 
2.4 per cent. Long Term 
Credit Bank (LTCB) led the 
market in volume, fahing - 24 
per cent (x Y4 to Y163 after 
hitting Y140 the previous 
day. Sakura fen 631 per cent 
or Y26 to Y386. but analysts 
said the bank was wel^ied 
down by speculative trading. 


Fuji Bank was down Y2S to 
Y562. Dal-l ehl Kangyo fell 
T62 to Y770. Nndco Seenri- 
ties lost YS6 to Y566. 

E3Q)orters rose on hopes 
that their profits would be 
boosted by the weak yen. 
bOtsul OSE Lines, the ship- 
ping concon, gained Y9 to 
¥233. Komatsu, which 
exports construction 
machinery, was up Y6 at 
¥698. In spite of an 
announcement that the 
weak yen would help earn- 
ings this year. Japan Air- 
lines feU YS to Y3S3. 

Trading remained thin at 
35Qm shares. The Tppix avB^ 
age of first-sector stocks 
dropped 1036 points or 038 
per cent to 1198.& In Osaka, 
the OSE Index was down 90 

to 163U. 

KOALA LUBIPUR reversed 
Tuesday's rally, w*nitftig tha 

ha rgatw ti imtpfa S ffrHiliTig fnr 
ariFic anA ttia 

coiupoaxte index by 15.78 or 
8J par cent to 48936. Bro- 
kers said the market had 
reacted to external factos. 
The ringgit slipped In for- 
eign exchanges, but the 
main fbeus was on the yen 
snA the Hrttig tTmtg dollar. 

Among heavyweight 
stocks, Telekom lost 60 oentB 
to M(7 and Tanega fell 25 
cents to M(530. 

SEOUL fen 1468 or 43 per 
cent to 32454 on the Kospi 
Index following another 
wave of heavy forei^ sell- 
ing. Blue fihtp ejqnrtets con- 
tinued to lead the way lower. 
The local percqitian is tiiat 
the yen’s falls now tfaieaten 
a large segment of industry's 
customer base. 

Samsung Electronics fell 
WonSjnO to Wan4a,000 fbr a 
twnday daclizie of 113 pv 
cent and POSCO shed 
Wotaeoo to WOD44300. 

BANGKOK was battered 
to its lowest level since Jan- 
uary 1996 as foreign inves- 
tors sold blue ci^. The 
composite index lost 16.16 or 
53 per cent to 292.10 in thin 
trading. 

' Worries over the rsgkm’s 
eoQQomy and jitters over tiie 
streugtb of the baht caused a 
sell-off. Financials led the 
decline with the finance 
Index felling 9 per cent and 
the banking sector 7.7 per 
cent 

National Ftnanoe tumbled 
Btl.90 to Bt6.7D. Thai Farm- 
ers Bank fell Bt450 to 
Bt4230 and Rangicnk Bank 
retreated BtS30 to BtSl 


Dollar and VW lift Frankfurt 


EUROPE 


The stronger dollar sent 
FRANKFURT back into 
record territory In spite of 
the weak early tone on Wall 
Street. By the close of elec- 
tronic trade, the Xetra Dax 
index was 35.45 higher on 
the da}’ at 5.78932. 

Volkswagen was the day’s 
standout performer, jumping 
DMKB to DM1.633 after Mer- 
rill Lynch raised its rating 
on the stock and set a Share 
price target of DM2300. The 
US broker said that the 
shares had underperformed 
quite heavily since the com- 
pany's rights Issue and it 
was now time to look afresh 
at frmdamentals. 

Wella. the halrcare and 
cosmetics group, rose DM75 
to a record hl^ of DM1326 
after the company 
aimounced a 6 per cent rise 
in sales during the first five 
manths of the year and said 
it was considering Hating its 
perftime division. 

PARIS nudged to a ncord 
hi g h, adding 9.68 to 431134 
on the CAC 40 Index. Vol- 
nmes were dull, not beh«d 
by the Worid Ciyt kick-off, 
which provided a slgnlfleant 
couBterAttraction. 

France Telecom was 
front-runner among blue 
chips, jumping FFrK or 44 
per cent to EFr39L4 on the 
news Wind, the Euro 
pean consntlum in vtiiidi it 
has a 25 per cent stake, had 
won the licence to become 
third mobile telMdiane ope^ 
ator in Italy. 

Usinor had another tou^ 
day, with investors fretti% 
about the possibility of tiie 
steel leader being dragged 
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Shm'priGa M Mr (nteMQ 



into an eitoenslve auction for 
Cockerill Sambre of Bel- 
gium, whose rival suitors 
range from Krupp/Thyssen 
of Germany to Hoogovens of 
tbe Netherlands. The shares 
came off FFr2.10 to FFrl04S0 
fbr a tvro-day dedina of more 
than S per cenL 

ZURICH lost ground, 
unable to overlook develop- 
ments In Asia and cautious 

ahmiti gf Fed ehairtwaTi Alan 

Greenspan's testimony to 
the US COBgress. The SMI 
Index lost 643 to 7362.6. 

Roche, for once, was an 
outperformer. peaking at 
SFri4325 before paring the 
gain to close just SFzlO 
higher on tbe day at 
$IH4,040 after ite 20 per cent 
pullb^ from recent highs. 

Seme analysts said that 
the share was currently 
lodting cheap and the com- 
pany was due a bounceback 
after the problems of wttii- 
drawing its Posieor heart 
drug this week and the delay 
in bundling its Xmecal obe- 
sity drug in the W. 

Among the Bnatidalg, cs 


Group was unchanged at 
SFr340 after news of its 
acquisttion of Gazantia, the 
Brasilian Investment bank. 
Baloise, the vobtlle bisarer, 
jumped SFrSO to SFi3,660. 

Aoumg other big movers, 
Nestle gave up SFr60 to 
SFr3,169 while ABB. sensi- 
tive to its Asian exposure, 
lost SFr48 to SF1234O. 

AMSTERDAM traded nar- 
rowly with the AEX index 
moving within a range of 
less than 12 points. Volume 
was dull benchmark 

closed off 037 at 1305.64 

Royal Dutch found buyers 
in spite of the ofl price back- 
ground, adding FI 1.80 to 
FI 113.30. Unilever, too, 
among internationab made 
headway, FI 1.10 to 

FI 165.40. KLM topped tbe 
day’s performance charts, 
rising F12.60 or 33 per cent 
to n8i.ia 

BDLAN edged higher on 
position adjustments ahead 
of the Greenspan teetimony. 
Tbe Bflbtel index rose 87 to 
24355 in fUn volume. 

The results of the auction 
for Italy’s third cellular 
phone licence affected share 
Iffiees. A consortium bd by 
utility Enel, together with 
Deutsche Telekom and 
France Telecom won the 
licence, depressing losing 
bidder Mediiset L109 or 1 
per cent to L11,6M. Autos- 
trade, the state-controlled 
bi^ways operator that also 
tendered a bid. fell L347 or 
45 per cent to L7337. 

Investors bought Olivetti, 
which heads Omnltel. the 
consortium that owns a 
moUb phone licence, pnsb 
Ing it up L74 tp 13.722. 

HEXHINKl clostf margin- 


ally lower on the weakneu 
in fbrestry stocks. The Hex 
index lost 4.17 to 4,91030 
with the forestry sector 
down 23 per cent. 

Profit-taking bit forestry 
stocks, which had rallied 
recently on the merger 
announcement between 
Enso and Store of Sw«bn. 
UFM-Rynunene fell FM230 
to FM163 triifle Metsa-Serb 
was down FM2 to fM57. 

Ralslo, the food groiq;>, 
jumped FM9Q to 214960 on 
stronger-than-expeeted prof- 
its for the first fbur months. 

BI06C0W tumbled 63 per 
cent witii the market ^oony 
about the prospects for 
emttgency financial simport 
from Yfestem nations after 
G7 deputy fiTtawna mtaiistns 
metinParis. 

The RTS index closed 1L19 
lower at 18426, depr es s e d by 
a disappointing bill auction. 

TAUINN, sharply lower 
early in the week in 
response to continuing 
strMns in its banking sector, 
fell another 9.16 or 63 per 
cent to 185.67. 


Written and edited by 
Michael Morgan, Jeffrey 
Brown, Emfko Teraxono and 
Paul Gregan 


South Africa 


Jdhanneebmg was weak, but 
off its lows, Mter a 2 pmooit- 
age pi^ rise in prime lend- 
ing rates by two banks 
jnnieted heavy losses on the 
market. The all share index 
lost 246.7 or 33 per cent to 
7,1393 whfle industriab fen 
2893 to 6,6233. Flnanciab 
gave up 42L6 to 12.747.7 and 
golds tumbled 453 8413. 
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TAIPEI dosed at a seven- 
month low as the Taiwan 
dollar tumbled to the lowest 
le^ since March 1987. The 
flhazp d«M»iTTi» ftn the Wwwg 
Wftwg ' ^ock market at*,*' trig- 
gered selling and the 
wa l gi ft ed index closed down 
23230 or 3.1 per cent at 
7*228.13. 

Concerns over profits at 
hfeh-technology companies 

alwrt dflprflflnrcl aantmuwt fWl . 

lowing a spate cA lowerthan- 
aspect^ May sales figures. 
The eleetrooies index bet 33 
per cent, with Taiwan Semi- 
conductor down T(630 to 
TdOLSO. ASE, the mtegate d 
dreolt Tnator , fall T|130 to 
TI6530 and Acer loet Tt3 to 
TI42. 

SINGAPORE was dragged 
44 per cent lower by etfr- 
reney concerns, and the 
Straits Times Industriab 
index retreated 49.40 to 
1,067.81. Hedge funds and 
Japanese fond managers 


were seen selling, with 
abaxM hesvily wsigfatod In 
the index posting sharp 
declines. 

• Singapse Press Holdings 
fen 70 eenis to SIILSO and 
C^eb A Carriage was down 
34 cents to S$4J.4 

BOMBAY toudied a fin]^ 
wirtwth low as investors ent 

rm that thS 

regional currency erlsb 
wo^ spin over into fruUa. 
Tbe BSE^ index Hwighafi 
15636 down on the day at 
83L1.41. up from a low cf 
830636. The market began 
gfwTriwg eariy in ths 
as tiie rupee weakened to a 
new low against the ddlbr. 

Dealers said that finely 
funds stQiped up sefling in 
afternoon deab, targeting 
stocks such as Lar- 
sen ATonbro, which fell 
Rs22 or 9 per cent to 
Rs220.70, ACC, which fell 
R8145.7S or 93 pear cent to 
RS131425, and TTC, which 
lost Rs87 oar &7 per cent to 
RS610. 

KARACHI ran into heatvy 
stiling on news tiiat Stan- 
dard A Poor's had down- 
graded a t2SCIm series of 1997 
certificates issued by PTCL 

The ESE-lOO index fell 
5334 to end at 132139, up 
frnm a low of 994^ in early 
trade. Dealers said that 
investors were already ner^ 
voua ahead of what was 
expected to be a very barah 
budget for 1998/98. against 
the baekdrtq) of aanctians on 
P akistan for conducting 
niv-Iffar tacht Tha budget iS 
dm on June 12. 


notice. 

Confidence was further 
undermined by the Asian 
wnanHfli erisfe. which has 
led to sharp felb in the Aus- 
tralian dollar, whose for- 
tunes are closely linked with 
the New Zeeland currency. 
The Kiwi dollar yesterday 
traded at $5035 - its lowest 
level February 1993. 

Wholesale interest rates 
have risen 1 per cent sin ce 
Friday to 9.40 per cent, white 
fonger-dated securities have 
gaWifirt 034 per cent to 6.74 
pear cent 

The speed of tiie change 
surprised . tba banks; last 
week they announced a 
series of mortgage rate cuts 
after sharp faH* in wholesale 
rates, and may now be 
frvrced to put up again. 

bfoody'a statement whidi 
followed a gimUai- warning 
by Reserve Bank governor 
Don Brash in London last 
wedc* iwgHWghtPft the wears- 

wwlny i n irrcn t aCCOWlt defi- 
cit, which b running at 
more rhan 7 per emit of GDP 
and b fooreeast to worsen tor 
the rest of tiie year. The 
detaiotating deficit follows 
sharp faite in trade with 
Asia and higher imports. 

Treasurer Winston Peten 
said yesterday that the gov- 

M i- w mani WOUld addtSSS tlte 
wnwwrir ar«««nMwt porohlem by 

encouraging saving. He 
argued tiiat New Zealand’s 
credit TwHry la Wghw than 
AuBtrsUa's, and that the gov- 
ernment would play its part 
1^ running fisc^ surpluses 
and by dAt reduction. 

Money market upheavals 


have hit stock market confi- 
dence hard. They follow 
reports frnm businesses that 
conditions are tousfe Is what 
b widely regarded as a 
recessionary environment. 
Analysts have downgraded 
earnings forecasts from 
many ccunpanies. 

So fer the devaluation has 
done nothing to foster confi- 
dence in exporting stocks. 
Thb b due to a cambination 
of low for commod- 

ity goods from Asia - 
although exporters say 
orders are strong from 
Europe and the US - and the 
drought that has slashed 
agricultural production 
Kiawiftrt on the El Nlfio 
weather pattern. 

Tdecom, the biggest listed 
company, has fared compar- 
atively well, helped by a 
strong profit result last 
month. Its share price b 
down 65 cents at (NZ830 
from its high two months 
ago. The instalment receipts, 
whldi found strong Interna- 
tional d”***"*^ when listed in 
April, have drifted badt to 
NZ(475, tbe issue price. 

Filip and paper stocks, 
aw«»inHing Carter Holt Har- 
vey. whldi b controlted by 
International Paper of the 
US, have dropped sharply in 
recent trading due to the 
poor outiook fbr the sector. 
So have shares in tbe manu- 
ftn-fitrhi g, retailing anti con- 
struction sector. 
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The growth of your assets 


' ■ I.'.r'j.fri* 


is rooted in two centuries of experience. 


Successful asset management is the fruit of experience. 


Ours is rooted in 200 years of growing client assets - of 


doing one thing well. Along the way, we Ve pioneered 


feaL:"\ 


• ’•i'-SV' .S 

-H.f 

• I •• • .-ra-- * 7 , 


and the 


major advances in international investment, always with 
an eye to long-term results. Thanks to this experience of 
the past and a clear vision of the future, wc have become 
Switzerland’s leading private baxikers and one of 
Europe’s premier asset managers. Uniquely qualified to 


put your assets on a sure path to growth. 
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Zurich 


Discover for yoorselfthose qualities that set our bank anart K«« !!• n. • 
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taie to Labour roots 
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Focus on a country 
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INDIGENOUS GROWTH 

How regions cope with 
the Asian after-shocks 
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^The debate over what can be done to boost 
* the contribution of Indigenous businesses in 
the UK can be a sensitive issue, none more 
so than in Wales. Brian Groom reports 

Regeneration needs 
to come from within 


WtwrvAs the grants 

RegtaiMrsdflclinMfelm im-i 

, . UC-OBiiedc 

Sttdand <11 




HWnanlM 
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The ai^ument is being put the contribution of Indige- year ago. announced last 
with incre^ing force that nous businesses that already month it was mainng 230 of 
Britain, which has succeeded provide 81 per cent of Jobs in its 350 employees redundant, 
m w^ in attracting invest' manufacturing and 90 per He said it was a '^yth" that 
blent from overseas, could cent in services, 
do.fflore to help home-grown This can be 


there was a queue of fhis- 


jDOmpanies e?cpand. 


This can be a sensitive tiated indigenous companies 
issue. The debate is most being denied support 


^.,11 is an urgent necessity, intense in Wales, where gov- Scottish Enterprise, the 
^pporters argue. Inward emnent and the Welsh development company, 
Investment has played an Develppmeot Agency (WDA) spends nearly half Its £47^ 
important role in the eeo- are accused of having placed budget on helping indige- 
hpuiic recovery of Wales, too much em phasis in the nous investors, compared 
Scotland, Northern Ireland past on overseas Investors, with IS per cent on inward 
ahd older manufacturing Big grants to companies investors. It has programmes 
areas of England, but pro- such as the South Korean to stimulate growth in sec- 
are becoming scarcer, electronics company LG. say tors such as biotechnology 
IVe next phase of regenera- critics, have not solved the and opto-electronics. where 
tihu must come from Kithin. problem that Wales hag the few foreign companies oper- 
-J-Oiven what’s happening UK's lowest prosperity after ate.in Scotland, as wen as a 
la'east Asia, people are rap- Northern Ireland. Money long-running initiative to 
idly reviewing the idea of would be better spert, they bo^ start-ups. 
trji'tng to capture a big claim, on helping Welsh In Ei^Iand, there is a 


1 81 ' " IM 

- WeatMaite 

■ 12t ^ ^ 

YW isandHiOTber las " ..'ay 

Metseyskto 63 -.'32 

South-west 40 "40 

^feeWWawlg. 36 _ s 

^ Sorth-east ~-y 17 6 

•'. London io • . . : a 

■ ' -tw 

-T‘ *. ^ ^ *7 . - y.: . V 

/peweattUestre^ipas ' 

Qrasrikmesllp praiM perbad % of EU avengo ISOS 

souOi-easi 
EdAngha 
Scotland 


SccIlBM 

WalBB 

NQltiefli'nbi 
Nonh-east 
wesiMMMi 
Nohh-wBst. . 

MoiwyMe 
SouUhmoi 
EasttManch 
South-aet 
LondM ' 

' "L 

at Muwgg--- 


, BK IP* .-* ;. '■! cflfnpaWe s 

^V lfambwotti^lijll 4ff7 (0J%) 

' PPm fBS^' ‘ r'*Ct3Sin (t7W 



79H«jpo.H|^r..V OMm (OJS) 

, — — 


WestiMiands 
Yorks and Humtiei 
Noil8>^.'-'; 

'.'ftiitheni beland 


JN^'contributes to mamffacturing 


trji'tng to capture a big claim, on helping Welsh In Ei^Iand, there is a . '' 
inward investor and promts businesses grow. widespread recognition that 

ting the home market more! The Welsh Office and more can be done. “It’s not . -Hotfwn irebnii 

It’s been growing over the WDA have responded with good enough. I don't think snoRotf^oHS-fenHliit-'''' 

last couple of years - and statements of support for many regions apart from the 

maybe in the 1^ couple of home-grown companies, nortb^gast are far down the 

months." says Sally Young, ’They must he the number road. It’s a very big issue." man of North-West Cham- 

who chairs Newcastle upon one priority, says Ron says Christopher Gibaud, beis of Commerce and also 
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the closest thing in England 
to Scotland's local enterprise 
companies, which operate 
under the Scottish Enter- 
prise umbrella. 

Scottish Enteqxrlse is seen 
as a model but the 
North-West RDA will be 
hampered In matching its 
performance by lack of 
finance: whereas Scottish 
Enterprise has a £<iT5m bud- 
get to serve 5m people, the 
RDA will have £200m for 7m. 

There was disappolnimi-ni 
In many quarters that RDAs 
will not have wider powers. 
’The department of trade and 
industry kept control of 
business links and regional 
selective assisumce, and the 
department for education 
and employment of ’Tecs. 
“The ke)' thing is an RD.j\'s 
regional economic plan. In 
tlwory oil the other agencies 
in a region should work to 
chat. In practice it remains 
lo be seen to what extent 
they do." comments Ian 
Fletcher, chief economist at 
British Chambers of Com- 
merce. 

The UK still has a way to 
go in deepening the culture 
of innovation. Too many 
owners of growing busi- 
nesses still insist on retain- 
ing 100 per cent control, says 
Mr Rowe-Beddoe of tfae 
WDA. when the>' could grow 
faster by iotiting in new 
investors. 

Attitudes to business fail- 
ure also need to change, be 


who chairs Newcastle upon one priority, says Ron says Christopher Gibaud, beis of Commerce and also 
Tyne rity eouncU's develop- Davies, the govemment's difefeimcutive of the Mersey of a family-owned clothing 


. argues. "Failiue in America 

man of North-West Cham- companies have the best there Is growth potential or may come to you wanting is a bump on life’s road. Fkil- 
beis of Commerce and also growth potentiaL companies that have a wLor property whereas what K’s ure in Britain can be cur* 

It is nonetheless important ning streak.” 


■pent and regeneration com- 
"mittee. 


property whereas what K’s ure in Britain can be cur- 
got fs a cashflow problem tains. If you have that atti- 


Welsh secretary. ITie WDA Paitnersh^. which promotes business in Oldham, agrees, to try. says John Flamson, Support bodies need to that new premises won't tude then U stops so many 


denies any n^lect but is Uverpool and its surround- “I don't know whether it's chief executive Of Wigan have a broad-based partner- 


people wanting to try. After 


There is imderstandable increasing staff in local ing area. R will be the key better in oth^* countries, but Borough Partnership fa the ship with a company, he His partnership, a ‘'one- all, what Is indigenous bust- 

reluctance to write-off offices by 20 per cent to issue for the nine regional it could be done better here, north-west. “Here we are says, which demands great stop shop" combining the ness? It's as good as your 

inward investment Accord- more than 200. development agencies It's the small and medium- putting for more effort into skills from those giving functions of a business link, investors, as successful as 


ing to government flgures, 
the stock of foreign-owned 
business is nearly £160lm - 


lore than 200. development agencies It's the small and medium- putting for more effort into skilla from those giving functions of a business link, investors, as successful as 

The agency will spend ffim (RDAs) the government is sized companies that create local companies, particularly advice on everything from chamber of commerce. Tec your risk takers, as good as 


this year - a £lm increase - creatli^ by next April 


business is nearly £160lm - on 55 programmes for He adds: “Even if it was is not understood and they 

. -three times the level of a smaller companies and fond- cmly a question of -wanting have problems- getting 

- 'decade ago - and mudi has ing 27 independent agencies to attract inward investment finance to expand.” He 
.taken root Sixty per cent of which help atart-up and you've got to strengthen wants RDAs to have bi^er 

abw inward investment micro businesses. La^ year indigenous investment. It powers to help fund new 

comes from expansion by it helped 1.500 Welkb busi- you strengthen the supply burinesses. 

• foreign companies already in nesses win a record £43m side and the existing busi- There are notes of caution. 


growth, but what they want those in sectors where we fonding packages to technol- and local authority economic the quality of entrepreneur- 


He adds: “Even if it was is not understood and they are strong locally or where ogy or training. “Someone development department, is 


foreign companies already in nesses win a record £43m side and the existing busi- There are notes of caution, 
'.the' UK. business. Staffing levels on ness community, yon make ‘It's not a quick fix,” says 

. llTie government estimates the home side will soon be it more attractive to poten- Michael Ward, director of 

nearly 500.000 DK jobs have three times as hi^ as those tial investors, you increase the Centre for Local Eco- 

been created by overseas for the international dlvi- the chances of local compa* nomic Strat^es. “Yon can 


businesses since 1979- Work- sioa. 


nfes urinning bustoess from do all the right things in 







ers in foreign-owned manu- David Rowe-Beddoe, the new investors, you stimulate encouraging entrepreneur- 
fecturing plants tend to be agency's chairman, wans, growth, and you link the ship, helping home-based 
^tter paid, produce more however: “In having this inward Investor In more cesnpanies grow and improv- 
head, and stay in th^ debate it’s important the UK eSbetively than you can do ing the supply chain, but it 


jobs looger. Half what they doesn't send the wrong mes- with grants." 


is disingenuous to surest 


produce Is exported. One- sage to the rest of the The Northern Develop- those things on their own 
third of recent productirity world.” Inward investment ment Company, covering tte wiO turn an area round any 
growth in British manuf^ brings business to local com- north-east and Cumbria, is more than a Nissan or LG 
taring is attributed to pro- panics, he argues, and is the “supreme example”, be will" He believes skills and 
duction and management cyclical Whatever the pres- having united the main- qualifications can be 

techniques introduced by ent difficulties, “the bustaiess r^ional players over the improved, but that some 


foreign investors. 


Though South Korean man's country will con 
companies such as Hyundai tinue”. 
and Rgmaung have put pro- In Scotiand, Brian Wilson 


of gtarttng up in another pest decade around a busi- migration from poorer 
man's coimtry will con- ness support programme, regions is inevitable, 
tinue”. “You have to have everyone Richard Brucciani, chair- 

In Scotland, Brian Wilson, buying into it - business man of Pal Internationa] tan 


: S ( - - • • 


jects on hold, the flow of industry minister, sounded links (triiich support small eiqiorter of chefe’ hats) and 

I . investment from North similar warnings when exit- businesses), training and past fbairman of Leicester- 

' ' ' America remains healthy, ics questioned inward invest- enterprise councils, local shire's Bushiess Unk. warns 

faiPi-n ationw) competition is ment policy after the Tai- economic partnerships and much effort is dissipated 

getting tougher, however. It * wanese company Lite-Ou, local council ecemomic devel- because Britain has yet to 

makes sense to ask what which opened a plant at eminent departments.” find the “holy grail’' of iden- 

^ r * ' more can be done to boost Mossend in Lanarkshire a Anthony Goldstone, chair- tifying early enougfo which 

Beauty and the problems 
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invested in Wales since i983 
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was repeat investments 
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Companies who invest in Wales stay in Wales, 

0 

Many kinis of companies have been so successful in JKles 
they’ve decided to invest again. Companies like Bayer, Panasonic and 
RAau Plastic are all enjoying nav kinds of success here. 

Find out if yours is the kind company that could profit from a move 
by calling the Hash Devdopmeut Agency on +44 J44j 84 S3 00. 

INTERNET: http.''.''n-ww.wiia.i.‘o.uk 'a4v«n/ 
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'Being fte I4th Eal at whatever does not neeessarOy equip you to be the staipest tooi to the box' > Lord Thomas of Macclesfield 


Staying true to Labour roots 


Sheila Jones meets the unpretentious Lord Thomas 
of Macclesfield, and listens to the pragmatic approach 
of a working peer and modernising businessman 


Lord Thomas of 
Macclesfield, elevated to the 
peerage in the present 
government's first honours 
list, is easy-going and 
unpretentious. “Call me 
Te^,” he says. 

The former managing 
director of the Cooperative 
Bank says he is enjoying his 
new role as a working 
Labour peer. He is looking 
forward, in particular, to 
seeing the full fruits of the 
government's constitutional 
reform programme, 
including the shift of power 
towards the regions and the 
abolitioQ of hereditary peers. 

“Being the 14th Earl of 
whatever does not 
necessarily equip you to be 
the sharpest tool in lAe bo.Y," 
be says. 

His support for such 
reform is rooted not only in 
a cominitment to democratic 
institutions. It also reflects 
the pragmatic approach of a 
modernising businessman 
who has remained true to 
his Labour roots. He believes 
that decision-maklDg power 
should lie with those best 
equipped to make the 
decisions, whether in a 
boardroom, the House of 
Lords, or in regional 
govemmenL 

Camarthen-bom. Lord 


Thomas has lived and 
worked in the no^-west of 
England for 26 years. As a 
civic leader he has 
championed the region as a 
place to do business and a 
place that businesses should 
be - the Co^erative Bank, 
based in Manchester, is one 
of relatively few quoted 
companies that has refused 
to succumb to the puU of 
London. He believes more 
r^onal companies should 
do the same. 

Lord Thomas sgpends three 
to four days in the -House of 
Lords and the rest of the 
week in Macclesfield, where 
he remains active on the 
regional business scene. 

His greatest optimism for 
the region lies in the 
creation of the new re^onal 
development agencies 
(RDAs), which will set out 
funding priorities and 
formulate economic, 
transport and environmental 
strati^es. *The GDP of the 
north-west is bigger than 
five member-countries of the 
European Union,” he says. 
“It has 6.3m people, bigger 
than many countries in the 
EU. It’s a lot of people." 

Giving power to the 
regions will allow decisions 
to be made that are 
appropriate to regional 


needs, be says. It will also 
help to do away with old 
parochial tensions within 
r^ons. ' 

“By sheer populatiou 
numbers, cities like 
Manchester and Liverpool 
have a lot of people to 
represent. But we're now 
asking people to look at the 
region as a whole, not at 
their own patdi. 

“For example, if we needed 
a new west-east railway line 
from Livetpool to the export 
routes on the Humber. 
Liverpool can't decide that 
on its own. Neither can 
Manchester. You have to 
bring them all in to say 'this 
is what we want to do, and 
this is how we'll all 
benefit’." 

It will be d^cult. he says, 
and much will depend on the 
quality of leadership. But 
the aim is to develop consent 
and consensus across 
parties, sectors and cities so 
that ‘M>*e keep on building on 
what we last agreed rather 
than spending the next three 
years riiamantling what has 
gone before”. 

The north-west region. 
Lord Thomas acknowledges, 
has not done well in the past 
in attracting big investors, 
but it is better placed than 
ever before to make the most 


of the new government 
structure. 

“For three yearn there has 
been an embryonic ROA in 
the form of the North West 
Partiiership. which includes 
all the local authorities, the 
private sector, tte volunt^ 
sector, trade uiiions and so 
on. It has not only jointly 
^reed objectives and priori- 
ties. it has also put to bed a 
lot of those ancient parochial 
differences. 

“Those words are easy to 
use. but an illustration is 
that the north-west was the 
only T^on that sub- 

mitted one response to the 
government on the RDAs. It 
was signed off by all the par- 
ticipants. That was unthink- 
able five or 10 years ago. 

“Tbe north-west has 
become more mature on the 
political firont and also on 
tbe business IBronL There is 
an underetandu^ that only 
by working together can we 
pull ahead." 

As chairman of 
North-West l*artnership. and 
long-standing ambassador 
for the north-west. Lord 
Thomas Is well-placed to 
understand the region's 
needs and the potential for 
regional government He is 
frontnumer to chair tbe new 
RDA. 

Decision-making in and 
between regions, he says, 
has to be more effective tha n 
decisions getting snarled up 
in “tbe maze of Whitehall". 
It should also do away with 


GUEST COLUMN 


By Kevtti Morgan 


A new agenda for regional development 


When the new regional 
development agencies 
(RDAs) in England open 
their doors next year they 
might be tempted to draw 
some lessons from Wales 
and Scotland, where the 
Welsh De\’elopmc9it Agency 
(WDA) and Scottish Enter- 
prise are now 22 >'ears old. 

The chances are that the 
RD.As will pay too much 
attention to the inward 
investment strategies of 
their Celtic counterparts and 
too little to the less-publi- 
dsed. but no less important, 
strategies for promoting 
indigenous development 
through innovation. 

This would be a shame 
because both in Wales imd 
Scotland a new agenda for 
regional development has 
emerged in recent years, and 
the RDAs would do well to 
acquaint themselves with 
this new departure. 

Time was when regional 
development strateg}’ was 
essentially a glorified sub- 
sidy regime for “capturing" 
foreign direct investment 
(FDD. a strategy which did 
tittle or nothing to raise the 
innovative capacity of the 

regional economies in Wales 
and Scotland. 

The new agenda seeks to 
address this problem. For 
one thing it tries to strike a 
more judicious balance 
between inward investment 
and indigenous develop- 
ment And. so far as FDI is 
concerned, the challenge is 
not just to attract new 
inward investors, but to per- 
suade them to sink deeper 
roots in the regional econ- 
omy by forging localised 
supply chains, for example. 

Tbe adx’ent of iano%'atlan- 


oriented r^onal policy in 
Wales owes something to tbe 
new priorities of the EU’s 
structural Rmds. In the past 
these were geared to the pro- 
vision of traditional infra- 
structure. such as road- 
building and the like. 

During the 1990s. however, 
new priorities began to 
assume more signincazice, 
such as innovation, the 
information society, the 
environment and equal 
opportunities. These new 
priorities, which seem set to 
become more important after 
1999. constitute a oew-style 
regional policy which 
requires a radically different 
set of skills on the part of 
r^onal development agen- 
cies. If the old r^ional pol- 
icy- was about opening ro^, 
the new regional policy is 
about opening minds. 

The new regional policy 
pre-supposes devolution - 
because regions need to be 
empowered to design poli- 
cies attuned to their own cir- 
cumstances - but this 
should not be seen as an 
excuse for central govern- 
malts to div^ themselves 
of responsibility for the fate 
of their poorer r^oos. 

On the contrary, central 
governments have important 
roles to play in the new 
r^onal poUc)' area, such as 
disseminating good practice 
flom one region to another 
and ensuring that re^ons do 
not engage in a race to the 
bottom by outbiddii^ each 
other in subsidy wars. Above 
aU. they need to provide an 
enabling macro-economic 
environment because prog- 
ress in the regions can be 
wiped out overnight by, for 
example, an ill-judged 


exchange rate. 

A good example of the new 
regional policy is the 
Regional Technology Plans 
(RTFS) which the European 
Commission launched in 
1994 to encourage regional 
innovation strat^les. Wales 
was^one of eight EU regions 
cbown to pilot the RTFs and 
the only one from foe UK; 
indeed, this was a tribute to 
the creativity of the WDA, 
which was the first agency 
to petition the Commission 
for a regional innovation 
programme. 

Modest as it is, foe RTF 
has been a stxmulatUig esqw- 
rience because it has con- 
vinced the WDA and its part- 
ners that the key to 
developing a more robust 
capacity for innovation lies 
in netwoilang - the disposi- 
tion to collaborate is one of 
the intangible or relational 
assets which are vital for 
successful innovation. 
Unlike conventional assets, 
which can easily be copied, 
relational assets - like trust 
for example - are not easily 
emulated by others, be they 
companies or remans. 

Compared with earlier 
regional policies, the RTF 
represents an advance in 
three Important ways. First 
and foremost there is tbe 
RTF proc^. vriiich has been 
iterative and inclusive. The 
first RTF action plan was 
drawn up after the most 
wide-ranging consultation . 
ever undertaken by the 
WDA with more than 600 
organisations inv'olved in 
the exercise. 

Secondly, there is the RTF 
focus, which is primarily 
addressed to the needs of 
indigenous companies. 


Althou^ FDI has played an 
important rede in moderni- 
sing the Welsh economy, 
this role needs to be kept in 
perspective: the foreign- 
own^ sector today accounts 
for just 8 per cent of total 
employment. However, the 
RTF exercise neither ignores 
nor devalues foe role of for- 
eign-owned fiin^ indeed, it 
recognises the inter-depen- 
dence of foreign and indige- 
nous firms and seeks to pro- 
mote this through more 
localised and more durable 
supply chains. 

Thirdly, there is the RTF 
strategy, which makes no 
apologies for addressing 
itself to the long term goal of 
raising the innovation capac- 
ity of the Welsh economy, 
which is peremved to be a 
collective social endeavour 
in whidi firms, public {fan- 
cies. and further and hi^er 
education Institutions each 
have an important role. 

As uncommon amount of 
political maturity will be 
needed to sustain RTP-like 
strategies in Wales and other 
EU regions, because, geared 
as they are to the long-term 
goal of raising foe innova- 
tion capacity, they fail to 
meet the litmus test of con- 
ventional regional policy, 
namely short-term job cre- 
ation. What compounds the 
problem is that more innova- 
tion can be jolHUsplacing. 

The way out of this conun- 
drum is not to Jettison iono- 
vation-oriented regional pol- 
icy but. rather, to 
complement it with more 
conventional job-creating 
regional policy because, 
whatever foe causes, unem- 
ployment remains the big- 
gest blight on poorer 


r^ons. On its own, how- 
ever, conventional r^onal 
policy is not a solution 
because it is for ever target- 
iz% the symptoms and not 
the causes, one of whirii is a 
low capacity to innovate. 

As the West Midlands, 
Yorkshire and Humberside 
and Strathclyde have now- 
embarked on their own 
regional innovation strate- 
gies (which Is what the RTFs 
are now called) they, too, 
will face the polittcal dilem- 
mas of having to sustain ,a 
strategy unable to meet the 
short-term needs of conven- 
tiona] regional poli^. 

If the UR regions are to 
become genuine laboratories 
of development, able and 
willing to leam fium experi- 
ences in and beyond the UR, 
they will need a forum in 
which to exchange Ideas 
about tbe new regional inno- 
vation policies. If the govern- 
ment wanted to adva^ this 
cause it could do a lot worse 
foan to create a Best Frac- 
tiee Forum, a RISnet for 
want of a better nam^^ in 
which RDAs throu^out the 
UK could get togeiber. 

without such UK-wide 
fora, the arrival of the RDAs 

in ffnglarid COUld trl^r a 

debilitating race to tbe bo^ 
tom as regions compete for 
scarce foreign investment. 
At best that would signal a 
revival of foe old r egional 
i^ienda and, at worse, a new 
era of parochialism. 


• Sevia MoTuon is a pn^ies- 
SOT of European r^fionat 
devekpmeiU ai' the City and 
Regional Planning Depart- 
ment. Cardiff Xfmoer^. and 
eo-autkor of The Assoefo- 
tional Eemomy: OUP; 1998 


VIEWPOINT* BY BRIAN GROOM 


Farming no 
longer rules 


an economy 


ft is not clear that the government has 
grasped the complex social forc^ at 
work in the countryside, or that ft has a 
coherent strategy for the issues raised 


the political embarrassment 
that he believes prevents 
governments from acknowl- 
edging mistakes and putting 
them right. 

“We will have to live with 
our own decision-making 
and stxnetimes we will have 
to say 'we got that wrong’. 
Bat we win be more mindful 
of what our decisions mean 
and they will' be made more 
rationally. One does make 
mistakes, but the skin is rec- 
ognisii^ it is a mistake, 
recovering and moving on 
rather than datendln g the 
Indefen^le.’' 

He quotes Tony Blair, the 
prime minister, to underline 
the point that the govern- 
ment’s reform programme 
overall is geared to more 
rational dedsion-makiiig and 
accountability. “He ai^ed 
for a separation of the execu- 
tive from the representative 
role In local government, 
both to clarify accountability 
for executive dedans and 
to develop greater powers of 
leadership in local affairs.” 

The reforms, he says, 
reflect changes that are 
already taking place in foe 
corporate world. “It runs in 
parallel with the way compa- 
nies have done away with 
hierarchy, introduced flat 
layers of management and 
empowered people to make 
decisions. 

“If it's a better way of run- 
ning business then isn’t it a 
better way to run a country 
or a region?" 


Bora] folk are angry again. 
A few government 
concessions to tbe 
countryside mardi- fhronifo ' 
London In Blarcta have not 
assailed their ire. 

Two weeks ago, lexers 
ot 25 form-related trade 
assoefatiotts, incloding 
vets, haoUers; tractor 
siqqiliers and 
agr^emicals companies, 
met to s^ a Roral ChartM- 
demanding that ministers 
act to remedy tiK crisis 
focing roral Britain. 

TTiis protest would not be 
a odokA insisted Ben GilL 
president of the National 
Farmma' Union. Tens of 
Wiiwi^afida of jobs wcTe at 
risk, he warned, malnij . 
beeanse of the strengtii of 
sterling. Yet the rigns are 
the gDvmwiiait will not 
bow to this loMy's 
demands. 

JaHt fl nnnfnghgirt , 

agricultore minister, 
denied tile rural economy 
as a whole was siffEerh^. “I 
accept that stme aspeds 
forming ham had.a very - . 
dffBcnIt time for ^ test 
coiqile of years, 
paitlcniarly in tile - 
livestodc sector," he said. . 

“Overall, fonn incomes 
have been in decline fin* 
almost two decades,, apiut 
from a small and 
temporaiy arrest In .the . - 
eecriy 1990&. But X don't 
accept that everyone in the 
couutry side is getfoig very 
moch poorer. TTiat's not flie 
case. Rnral mmiiploymait 
fell in the last 12 months 
.-Jjy Apear ceirt." . 

Theliealth of the roral . 
economy “must go. way 
beyond hesaid, 

and listed foe action foe . 
govomnent was taking on 
issues sndi as roral - 
transport, applying health 
action zones and foe New 
Deal for tite mimiiployed to 
. country areas, and . 
cottcmitrating European 
Union funds on rural 
e n toprises. 

Ifr (]!nnninifo8ni’s 
analysis is correct: the 
rural econmny is no longer 
dominated by forming. It is 
less clear, tboosh, that the 
government has grasped 
the comidex social forces at 
work, or that it has a 
cohermit strata for the 
issues they raise. 

The forming sectea* 
deserves synqpathy de^ite 
its tendiency to cry wolf. 

The drop in form incomes 
is deep - neaiiy 50 per cent 
last year - and wide: 65 per 
cent for lowland, cattle and 
dbeep forms, 35 per omit in 
tiie dairy sector. 44 per cent 
in cereals and the same 
amount in pigs and 
ponlt^. Even some 
traditionally prosperons 
Bast sn gti*" formera face 
ban krup tcy. 

Alre^ hit by the 
twoyearfieef export' ban as • 
a resnitoftfae BSE crisis, ' 
formers are snffering 
beeanse the high pound 
reduces the volne of 
MihcftHwe under tite 
Common Agricnltnral - 
Policy, whifo are set in 
Ecus and exchanged into 
stertingifaroi^ the 
complex “green” carreacy 
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system. 

Agricnltnral investment 
will dreg) 37 per cent thb 

year, the NFU says, and the 

pflio is being felt along foe 
food diatn. More than half 
of tractor deatas say they 
have ^ off staff or not 
refdaced those who have 
left. Bernard Blattliews is 
cutting UK tankey 
prodnetiem by 20 per emit. 
Banbury cattle maitet, one 
of Europe’s largest, has 

dosed with the loss of 100 

jobs. 

Despite this, farmmn’ 
ttemands aie unlikely to be 
.met, not teast beeanse the 
market economy cannot 

yield to prodnem’ groups. If 
tiurasands of j(d)s were 
allowed to go in steel, 
ghfobnUding and coaL why 
should farming - which 
has already had massive 
subsidies - he difforent? 

The big job losses in 
forming have already 
. happened - 500,000 since 
1350, leaving 605,000, 2 pm- 
cent of the UK’s workforce, 
today. 

Farm subsidies arguaUy 
need nme refmm, not less. 
It Is hard to driieod a 
arst8mwhjiehco6ts£4per 
taxpayer a week, and pays 
fontims to produce more 
goods than consmners want 

goo^ that cannot be sold 
^ an ecoDonrie retnm for 
tiiefsrmeES. 

TheKUls.b^inning 
another ronnd of CAP 
refbnn mmed at ftnfoer 
reducing support prices. 

The slowness of tbe 
inbcess,^ however, leaves 
fazmera dependent on a 
regime triiich. fails to shidd 
thmn comidetdy from 
maiket forces, and still 
leaves them dissatisfied. 

The fa nners and allied 
trades, to be foir, do not 
seek more subsidy ta their 
idne-pomt charter. Tkey 
want lower interest rates 
and a lower pound. Bnt 
there is not much mtoisiers 
can do abont this either - 
they handed control of 
interest rates to the Rank 
of Englmid spedfically to 
avoid pressure from 
prodooera. If ministers will 
not yield to the laigmr 
mannfoctnrers’ lobby, they 
certainly will not do so to 
formers. 

The charter calls for 
avoidaiice of “unnecessary 
regulatory burdens". 
Farmers may have a point 
about the ban on beef on 
tbe bone, bnt they would do 
well to remember it was 
relaxattoh of r^ulatory. 
boidens on the rendmlng 
Indastzy which led.to the 
BSE crisis in the first place. 
Consmner confidence in 
food safety most be 

parainonnt. otherwise there 
wflLbe no agriqultore to 

defend. 

There is a furthm- reason 
WI7 Qk government may 
not heed tiie farmers: it ' ' 
does not need their votes. . 
Though Labour won nearly - 
160 rural seals last year, 
most were won with votes 
of people who e mn ii n V^ fo 

work in towns. Of the 100' 

seats wtCh most people 
employed in ^rfcnltmSe, 
X*aboiir woo 27 per crat of 


the votes bnt only 15 of tkr' 

sests. 

ft would be foolish to . 
conclude, though, that It ; 
can safriy disregard the 
countryside. As Dr j 

Cnimiitgham 
ariCDOwledged. the rural 
eemomy Is murii wldm- i 
than farming. j 

Unemploym^ may have 
fallen in nixal areas, as 
evmTWbere. but the 
countryside has problems 
which cannot all be solved 
^ the maiket 

Young people cannot find 
houses because cottages ara 
ti ofigiif as second homes 
and there Is less social 
(subsidised) housing titan 
in towns. Levels of sorial 
service are lower. Nearly ! 
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one in four petgile Bring in i j 
*nral Cnsland is within or V 


rninl un gia^ is within or ^ 
on the margins of poverty. \ 

..Mm, Im cmMATm) ! 


often in scattered ' | 

communities. ) 

Buses and trains need \ 

snbridy. Village schools \ 

and rural colleges cost ] 

more to maintain bnt are ; 
vitri to educate tbe | 

workforce. Then there is 1 

the land Itself. Farmers ) 
have often treated it badly j 
by polluting it and * • 

destroying the landsrape, I 
bnt they remain its i 

{t caoBot aU be 1 
handed over to the National I 
Trnst or turned into golf | 
courses, and certainly not 1 
paved over for faonsl^. i 

The government has | 

taken some steps, sudi as < 

extra help for rural buses j 

in the Budget, bnt too bneB#:^ 
policy is made piecemeal. 

BSore can be done. Higher 
taxation of second homes 
would be a start Ministers 
must also listen carefully to 
rural councils' complaints 
about financial allorations. 
The k^, though, lies in 
st^ to encourage the 
growth of small service and 
maiiuTacturing businesses. 

Ike most realistic part fff 
the Rural Charts calls on - . - 
ministers to liromote, in ■ 
government and European 
polides, new (^pevtonities ' 
for rural businesses, 
including proper fonding 
for agri-environment 
schemes and rural 
development". || 

The govmummt already 
supports r^eneration 
through its Rural 
Development Commlssini, 
bnt less is spent than in ' 

urban areas. There is little ! 

sign of foe countryside 
receiving a high priority in { 

foe Tteasury’s I 

comprehensive spending 
review. 


iVELSH assembly 

'Devolution 8 

not an event’ 







Next year the new 
regional devriopm^ 
agmicies will take over the 
commission's regeneration 
activities. The conntrysi^ 
however, is yet anotiier 
issoe for the crowded 
agenda of these bodies, 
which may straggle to i 
make an impact wltb 
KtwHAa ftmds and powms. 

It is no excuse for laik of 
a national policy. Whether 
the creation of a rii^e 
ministry, mwg ii ig the • - 
mhiistry of agricifltnre 
with the conntrysMe 
tiirectoi^ of the 
environment deftertment,fs 
the answer is debatable. 

Bnt somehow, tbe 
govenimmit needs to 
convince country dwdlers 
it cares. 

• Mon.groom^ft.com 
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Reporting Britain, the FTs regular report 
wi developments In Britain's regions, will 
next appear on July 16 and then on tiie 
third Thiasd^ of each month, with the 
exception of January and August 

Each issue will contain a fbojs on one 
or more regions, In which economic, 
industrial, political and social 
dev^opments will be analysed. New 
uitan regene^n initiatives and the 
latest Inward investment trends will also 
be featured, together with case studies 
and profiles of prominent schemes wid 
individuals. 

The July issue will include special 
focuses on Inward Investment 
Cambridge, and Tetfond. Comments on 
this issue, or ideas for future Issues are 

welcome and should be sent to the' 
Editor, Reporting Britain, Surveys 
Department Financial Times. One 
Southwaik Bridge, London SE1 9HL 
Fax: ■h 44 (0)171 873 3197. e-mail- 
rtiys.davld@ftcom 
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Wales 


image of a branch economy 


OVERVIEW 

Shaking off the 

inward investment has driven the transformation but 
problems may be looming, reports Juliette Jowft 


"Wales and its capital. 
Cardiff, are getting on the 
map like never before; the 
eyes of the world are upon 
us like never before," 
enthuses Ron Davies, the 
government's Welsh secre' 
tary. 

The soundbite hag a ring 
of tnitb, following a rfftr ed** 
of economic and social tians> 
formation in Wales and con* 
^uing next year with the 
introduction of greater polit* 
ical independence. 

Inward investment heads 
the list of recent achieve' 
ments in Wales, with £llba 
covering 2.600 projects, 
creating or safeguarding 

160.000 jobs over 15 yearn. 

This injection of money 

and skills has imbued the 
economy with a sense of pur- 
pose. soaking up much of the 

100.000 Job losses In coal, 
iron and steel, and spawnh^ 
a growing number of home 
grown entrepreneurs supply- 


ing parts and services. The 
service sector, although still 
small, hag recovered. 

Wales has set itself the 
task of becoming a powerful 
European region in its own 
ri^t, with Cardiff as a sig- 
nificant c^tal dty, by 2030. 

Last month Japan’s 
£!mperor Akihito gave the 
campaign a fillip, ghnnging 
Wales for his only tnp out- 
side London to celebrate 
£1.5bn of Japanese invest- 
ment in the principality. 

On June 16 and 17 there is 
a significant coming-of-age 
party with the European 
council of ministers Dimmi t 
which will bring 6J)00 dele- 
gates and media to Cardiff 
for the biggest international 
event of its kind hosted by 
the principality. 

By December, the Caifiiff 
Bay barrage will be com- 
pleted, marking a decade of 
dockland regmeration whid) 
has attracted £800m of pri- 


vate investment, more tiian 

9,000 permaaeni jobs, and 
already l.5m visitors a 
year. 

Next May the National 
Assembly of Wales will sit 
for the first time, offering 
greater legislative freedom 
and a probable model for the 
English regions. 

And next autumn the 1999 
Ra0>y World Cup will kick 
off in Cardiff's new EiSdm 
Miilennium Stadium, a tour- 
nament e^>ected to generate 
a worldwide audience of 3bn 
viewers and £80m revenues 
for Wales alone. 

Spin-offs from the 
long-term investment and 
events are visible. 

At least seven big hotel 
develoixoents are under way 
In south-east Wales, with 
Hilton Internationa], Holiday 
Inn and Sir Rocco Forte. 
among Others, creating thou- 
sandsofnew beds. In Cardiff 
Bay, the focus for commer- 


cial and residential projects, 
more than 110,000 square 
metres of office space are 
under construction or occu- 
pied. and 2,300 homes have 
been built, towards a target 
of 6.000. 

Further afield, the prop- 
erty market is also showing 
signs of resurgence, prompt- 
ing Chestenons, which saw 
turnover in Wales rise 25 per 
cent last year, to open the 
first national consultancy 
office in the north. The 
part-time operation wiD ser- 
vice growing demand from 
housing eissociatiODS and 
banks for valuation work, 
hopefully becoming 
full-time, says Mike Rees, 
director in chaige of Wales. 

"I don’t expect for one 
minute we'll be able to gen- 
erate the same value of busi- 
ness in north Wales as down 
here lin Cardiff]; what Tm 
saying is, there’s a good case 
to assume that the economy 
of north Wales will improve 
significantly over the next 
few years." 

Culturally, there is also a 


new pride: in existing insti- 
tutions of world renown 
such as the BBC National 
Orchestra of Wales and 
Welsh National Opera, and 
new home-grown stars such 
as opera singer Bry'n Terfel, 
and rock groups Catatonia 
and Manic Street Preachers. 

For all the new money, 
jobs and buildings, though, 
many problems remain. 

Although overall unem- 
ployment has fallen - from 
10.3 per cent in .^pril 1933 to 
5.6 per cent in April 1996 ~ 
some pockets, especially in 
some Ok inner cities. 

Across Wales ivages have 
been depressed by a continu- 
ir^ high dependence on low- 
paid manufacturing and cler- 
ical work and low levels of 
better-paid private sector 
service jobs. GDP per head 
averages 83 per cent of the 
UK mean, but is as low as 72 
per cent in rural areas. 

Overseas inward invtfst- 
menl. which has driven so 
much of the recent economic 
boom, is threatened by the 
downturn in .Asia, where 


Wales baa been so success- 
fuL and greater competition 
from other parts of the UK 
and rontinenca] Europe. 

Even what success there 
has been is marred by doATi- 
turns in the uuemational 
markets they supply, espe- 
cially consumer electronics 
and semiconductors, say-s 
Glenn Massey, head of 
inward investment for Coo- 
pers & LybToud. 

".A lot of them are not 
high-quality jobs and there- 
fore they are very vulnera- 
ble," says Mr Massey, who 
also questions the wi^om of 
motos to direct more Invest- 
ment from the successful 
eastern M-l and .A33 corri- 
dors to other parts of Wales. 

"I don't think you have to 
sacrifice what you ore doing 
in the south-east of 
Wales.. .you have got to 
build on the success of 
south-east Wales, get better 
technology, better added- 
vaJue projects. If you can 
achieve that, you have the 
opportuniri' to £=tan looking 
at whether you can persuade 


companies to go to west or 
mid Wales." 

Already Coopers & 
Lybrand have seen VV.7}es‘ 
share of their inward invost- 
toeni busioes.^: fall from -lO 
per cent five years ago to 10 
per cent, and continuing 
efforts could be further ham- 
pered by the pending review 
of Eurciiean funding used to 
help lure investors. 

Review of the European 
agricultural policy and sub- 
.sidies will also hit hard: 60 
per cent of revenue to farms 
in rural mid-Wales rome.s 
from subsidies, amounting 
to £)35m n year. 

The Euro funding review 
offers w'est Wales a chance 
tu bid for bigger gr.ints 
under the prioniy Objective 
I statu.« for poorer areas. 

The Welsh Development 
Agency is evolving a more 
focused, value-added 
approach to inw.ird invest- 
ment. targeting growth sec- 
tors such as aerospace, auto- 
mutives. opto- and micro- 
electronics. energv- and envi- 
ronmental products, food. IT 


and media and niuUimedla. 

Infr.i.siructure in Jtirai 
areas is being improved and 
more re.-cources are being 
channelled iuto support sc^ 
vices for loeal companies to 
attract investors and benefit 
indigenuu.< businesses. 

.Already the policies are 
bearing fruit- Wall's now has 
the UK’s secund-l.irgest auto- 
motive component sector, 
employing one in four of 
manufacturing jobs, and 
growing at l7 per cent a 
year. 

What happens to many of 
those basincs.ses in the lU'Xt 
few years could detennine 
whether Wales continues to 
be a "branch econumy" or 
matua-s into .t self-coitfidenl 
rtidon in its own right, says 
.Mun Hnwen, semor partner 
of KPMG m Cardiff. 

Ron CMvies. who is widely 
expecloil to become the first 
secretary of the Welsh 
assembly, is confident. "Tlie 
prestige of Wail'S is gntwing 
.mnind the globe . . . then' has 
iievxT been :i better time to 
be Welsh." he say.s 


WELSH ASSEMBLY 

‘Devolution a process, 
not an event’ 

The ‘yes’ vote was an achievement but the campaign 
has some way to run, says Andrew Parker 



Ron Dat^aa: tipped to be socntaryefSie assembly 


It is easy to forget the scale 
of the achievement by devo- 
lutionists in persuading 
Wales to say "yes" to a 
Welsh assembly in the refer- 
endum last year. 

In 1979 the Welsh elector- 
ate had voted by a margin of 
four to one to reject devolu- 
tion, but the bluest constl- 
tutiotial reform since the cre- 
ation of the Welsh Office 
was not given a ringing 
endCR^ment In 1997. TTiree- 
quarters of the electorate 
either voted "no" or stayed 
at home on September 18, 
giving the "yes" campaign a 
wafer-thin majority of 0.6 per 
cent 

However, there is a pow- 
erfiil case in favour of the 
assembly, premised on the 
"democratic deficit" and the 
administrative devolution 
which Wales already experi- 
ences. 

The principality has never 
returned to Westminster a 
raaiority of Tory MPs. Tlie 
ITR's unitary state aUowed 
Conservative governments 
to rule Wales, in recent 
years through Welsh Secre- 
taries who did not even rep- 
resent Welsh constituencies. 
Those secretaries of state 
resembled ail-powerful vice- 
roys. with iitfle or no 
accountability. 

Since the Welsh Office was 
established in 1964 succes- 
sive governments have 
enlarged its re^xmsibilities 
to a point where today there 
is a budget of £7bD and a 
remit extending over agricul- 
ture, edueatioD, health, local 
government and transporL 
The "democratic deficit" 
deteriorated further under 
the last Tory govenunent by 
the proliferation of quangos 
at the expense of lo^ gov- 
emmenL 

Labour, therefore, had a 
strong basis for its planned 
Welsh assembly. However, 
the model chosen is not 
without its difficulties; crit« 
ics dismiss it as a grandiose 
talking shop. 

Unlike the planned Scot- 
tish parliament, the assem- 
bly will not have substantive 
law-making or tax-raising 
powers. This is executive 
rather legislative devo- 
lution. The Government of 
Wales BilL currently going 
through parliament, pro- 
vides for an assembly which 
will scrutinise the decisions 
made by a cabinet. 

ITie cabinet, whose mem- 
bers are drawn from the 
largest party in the assem- 
blv will assume the respon- 
sihiUties of the Welsh secre- 
tary'. It wUl not be able to 
draw up primary legislation 
for the a»embly to approve 
or reject. 

Tlie assim3bly*s only law- 
making powers will be in 
relation to secondary legisla- 
tion; where hills passed at 
Weslniinster currently^ give 
the Welsh secretary a ffiscr^ 
tion to determine their 
detailed impact in Walei^ 
For example, secretaries of 
stale have issued regulations 
on education’s national ci^ 
riculum in Wales and toe 
reorganisation of local gov- 
ernment- 

lion Davies. Welsh se<^ 
tarv. has 0%’erseen the puDh- 


cation of white papers on 
education and health for 
Wales; the assembly sbonld, 
tberefore. be able to develtgi 
distinctive policies out of 
Westminster legislation. But 
it win be for easier if the 
game party controls pariia- 
ment and the assembly. 

Even if there is little or no 
m^ningful secondary legis- 
lation the assembly will 
make its presence felt in 
other ways. It will make 
sweeping decisions over 
spending priorities. The 
Welsh secretary can divert 
money from education to 
health services and vice 
versa; the assembly will be 
able to do the same. 

‘Ihe Govaminmit of Wales 
Bin allows the assembly to 
embark on fundamental 
reform of quangos, which 
sh<^ herald a local govern- 
ment rraaissance. It is likely 
that many of the quangos 
wfil be wound up. and their 
functions transfoned to the 
22 unitary local authorities. 

The bin also provides for 
an enlarged Welsh Develcgh 
ment Agency (WDA) by 
meiging it with the Develop- 
ment Board for Rural Wales 
and the land Autbori^ for 
Wales. The changes are 
important; as reghmai devel- 
opment s^encies are set iqi 
across England next year, 
the WDA win find increasiDg 
competition for Inward 
investments. 

Devolution also comple- 
ments the constitutional 
dynamics of the ESuropean 
Union: the increasing impor- 
tance of r^onal tiers of gov- 
ernment The assembly will 

assume the Welsh Office’s 
respODSibiliCy for the distri- 
bution of EU regional devel- 
opment frmds. 

Mr Davies «nawiair>g that 
devolution is a ivoc^, not 
an event If the Scottish par- 
liament succeeds, law-mak- 
ing powers are likely to be 
assumed by the Welsh 
assembly. 

Although the electoral s^ 
tern for the assembly 
Jpvtdves prcgiortioDal repre- 
sentation. it would take des- 
perate mid-term hlues with 
the Labour govenunent in 
to prevent it becom- 
ing the bi^est party in the 
assembly next hlay. 

However, Democratic 
Audit of tbe UK, a group of 
academics exasunlng the 
quality ^ democracy, sug- 
gests voteis will not behave 
the same way as thqy do in 
general elections. 


Of the assembly's 60 mem- 
bers, 20 win be elected by a 
form of proportional repre- 
sentation known as the addi- 
tional member system 
(AMSX Voters fill in two bal- 
lot papers; the first vote is to 
elect a cmstitueocy member 
by the fiist-past-tbe-post sys- 
tem; the second vote is cast 
on a r^onal basis, and for a 
party rather than an individ- 
ual. A party wfil secure seats 
under the AMS system to 
reflect its share of the vote 
in a r^on, takmg account 
of the number of constitu- 
ency members it has. 

If the 1997 general electfoo 
result is replicated in the 
assembly. Labour would 
have 37 seats, the Conserva- 
tives 13. the Libtfal Demo 
crats six and Plaid Cyim 
four. But an ICM opinion 
poll for Democratic Audit 
points to Hcket splitting", 
with voters casting fewer 
votes for Labour and the 
Tories, and more for Plaid 
Cymru. 

According to the poll, 
i-ah ruTT would have 35 seats, 
the Conservatives 10, the 
Liberal Democrats seven and 
Plaid Cymru ei^t 

'Hcket splitting refiects the 
concern that the assembly 
should not be dominated by 
Labour and its south Wales 
heartland. North and south 
Wales are quite different 
entities, both culturally and 
economically. There is genu- 
ine hostility towards 
the location of the assmnbly, 
elsewhere in the principal- 
ity. 

Proportional representa- 
tion shc^d also ta^ amelio- 
rate the kind of adversarial 
p<^tjra witnessed at West' 
minster . Democratic Audit 
says: "Labour's majority 
would be somewhat reduced, 
and Plaid Cymru would be 
much more prominent, very 
closely rivaliing the Tories, 
and with the libera] Demo- 
crats just behind them. The 
assembly would be strae- 
tored much more on the 
lines of Welsh Labour versos 
a multi-party opposition 
than on classic two party 
system lines." 

The challenge In next 
May's eleetioas is to secure a 
high turnout by voters. Thq 
Welsh Office is about to 
emlnrfc on a lavish publicity 
blitz which may eclipse last 
year’s "yes" campaign. It is a 
reflection of how much has 
yet to be done to convince 
the Welsh electorate of the 
case for devolution. 
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THE ECONOMY 

Western neighbour 
could be role model 

A reliance on manufacturing means that other 
opportunities may been missed, says Richard Adams 


Wales used to be 
economically overshadowed 
by one of its neighbours. 
No%' It is oveishadowed by 
two. 

The Welsh have become 
used to being subjected to 
the ebbs and flows of the 
Etoglisb economy, next door, 
and long been resigned to 
seeing invesement and skiUs 
drained by the promise of 
riches across the Severn 
river. 

But more recently, to 
Wales' west. Ireland has 
played out one of the eco- 
nomic success stories of 
modem Europe, in the space 
of 10 years transforming 
itself into a largely vibrant, 
modem economy. Its gross 
national product per bead 
now equals that of the UK. 
And it has placed itself in 
the first wave of European 
Integration by meeting the 
requirements of the Maas- 
tricht Treat!' and qualifilng 
for the launch of European 
economic and monetary 
union TEmu) in January next 
year. 

ttTiiie the "Celtic Tiger" 
roars next door, Wales 
remains a pussy cat by com- 
parison. Its greatest success 
has been in attracting 
inward investment in manu- 
facturing industries. But its 
reliance on manufacturing - 
while welcome - means its 
economy has missed out on 
the growth areas that have 
driven much of the rest of 
the economies in the UK and 
Ireland in recent years. 

Manufacturing in Wales 
makes up nearly 22 per cent 
ot employment and 38.5 per 
cent ^ economic output. In 
contrast, manufacturing 
occupies just is per cent of 
total UK employment 
(including Wales), and 22 per 
cent of overall output. 

The concentration on man- 
ufocturing gives the Welsh 
microeconomy many of the 
problems of the wider UK 
economy. Most of Wales' 
industr>' is geared towards 
exports, and so has suffered 
from the Ha per cent appreci- 
ation in sterling over the 
past 18 months. 

The Confederation of Brit- 


ish Industry's survey of 
Welsh manufacturing, pub- 
lished in May. showed the 
lowest level of export opti- 
nusm since the early 1980s. 
"Output is expected to foil 
over comiog months and 
investment iDtentlons are 
negative to ifae greatest 
extent since the survey 
began." the CBI noted. 

Sterling's strength has 
coincided with another chill 
wind on the financial mar- 
kets. blowing from Asia. The 
turmoil in South Korea and 
Japan threatens to halt the 
foreign direct investment 
Wales has attracted in 
recent years. Last year alone 
Japanese companies 
invested over £150m in capi- 
tal expenditure. 

The good news is that LG, 
the South Korean electronics 
company, plans to continue 
with its £1.7bn investment in 
south-east Wales. But the 
gloom over falling eTqiorts 
has spread to other parts of 
the economy. 

TTiere is mounting concern 
that the subsidies to encour- 
age foreign investment are 
perpetuating a low-skU), low- 
pay workforce, similar to the 
criticisms directed against 
"Screwdriver Glen" in Scot- 
land. The reliance on manu- 
facturing means Wales has 
less of the high value-added 
service sector than the rest 
of the UK. 

For example, the financial 
services sector accounts for 
Just 17.4 per cent of UK 
emplo>'ment. but produces 
26 per cent of gross domestic 
product (at 1996 current 
prices). 

In Wales, the service 
sector is dominated by gov- 
ernment services - educa- 
tion. health, social services 
and public administration. 
But these sectors have rela- 
tively low productivitv' and 
wages. Average earnings in 
the public sector grew by 2.6 
per cent in the first quarter 
this year. Private sector 
earnings rose at more than 
twice that rate, at 5.6 per 
cent. 

The djsparicy is worse in 
some areas. The rinancial 
intermediation sub-sector. 


which includes banks and 
insurance companies, 
emplot's 4.3 per cent of the 
UK population in work, but 
Just 2.7 per cent in Wales. 
The sector enjoj-ed earnings 
Increases av'eraging 10 per 
cent, double that of the econ- 
omy as a whole. 

The service sectors in Lon- 
don and Edinburgh hove 
advantages that the Welsh 
centres can only dream of. 
DubUn, too, is seeing rapid 
growth in its service sector, 
helped by an influx of US 
and European banks eager 
to take advantage of an 
English-speaking doorstep 
Into Emu. 

Ireland’s success could be 
a model for Wales. Ireland 
has benefited from laige- 
scale investment by the 
European Union. Iretand has 
attracted iESbn in structural 
funds. In particular, the 
country gained from the 
assistance for poorer coun- 
tries trilng to meet the 
Maastricht criteria for the 
single currency. The EU’s 
regional development and 
cohesion fund has paid for 
around 16 per cent of public 
capital works programmes 
there since 19£B, inclu ding 
I£260m for its railways. 

A similar programme for 
Wales would transform the 
country's infrastructure. 
Ireland received such gener- 
ous aid because its GDP per 
head was less than 75 per 
cent of the European ave^ 
age. But is now over 95 per 
cent of the average. mt»antng 
that the flow of aid will slow 
from next year. 

Ireland's loss could be 
Wales' gain. The principality 
is lobbying hard in Brussels 
for west Wales to be granted 
Objective l. a favoured sta- 
tus to qualify for additional 
BU structural funds. 

The challenge for Welsh 
policymakers is to shift 
resources from the relatively 
prosperous south-east and 
north-east regions to the 
west coast. Here Ireland 
could be a role model. Irish 
authorities htive cleverly 
used Dublin as bolt, luring 
companies to invest else- 
where in Ireland. 


PROFILE 


New packaging for water group 


When Welsh Water decided 
to rebrand its mniti-otility 
and infrastmetnre business, 
tbe name Hyder was 
ebosen. in Greek the word 
means "water"; in Welsh, 
"confidence". 

Tbe new name reflects the 
history and direction of tbe 
largest listed company 
based to Wales, employtog 
6JXM in tbe prindp^ty and 

3.000 more worldwide. 

What started as the old. 
privatised Dwr Cymni 
(Welsh Water) developed 
first with the growth of 
Acer, the infrastrnctore 
consulting business, and 
last year tiie acqitisitioD of 
South Wales Electricity - 


Swalec - and the setting up 
of Swalec Gas. 

The name Byder was 
adopted to mark the 
integration of tbe 
businesses into a 
co-ordinated group with 
tvro divisions: Byder 
Utilities and Hyder 
Infrastructnre 
Development. 

Welsh Water, Swalec and 
Swalec Gas. whieb daiias to 
have signed up one in three 
British Gas enstomers in 
Wales, are still marketed 
under their household 
brands, but work dosely 
t(«8ther. 

Last year a new company, 
Byder Services, with L700 


staff, was formed to fake 
char^ of the combtoed 
customer sendees of the 
three ntUities, 

The scheme, which 
operates ont of a new £3ai 
call cratre. offers better 
service and cost savings, 
benefiting customers and 
shareholdms. daims 
Graham Hawker. Hyder's 
chief ei;enxtive. 

Mr Bawher eitos the 
development of the first 
"troly integrated 
multi-otllity" as one of Us 
two key strategic 
ambitions, bnt he is also 
keen to emphasise Hydm''s 
wider interests. 

Tbe other strategic 


lynch-pfn fs tbe 
development of the 
consnlting division, which 
now operates to 19 
countries on five 
contipeots. This diviston’s 
annual turnover has grown 
from £100m in 1994 to 
£143m in 1997. 

Last year the division 
contributed nearly 
one-third of group sales, 
althongfa a much smaller 
percentage of profits, and 
the latest results, abont to 
be pnbHsfaed, are expected 
to show fnrther growth as 
receipts from arigting 
contracts feed throi^ and 
more bnstoess U won. 

Some ntilities have been 


criticised for Investing in 
noD-regulated businesses 
thej' do not oaderstand. 
Hyder’s strata* has been 
to concentrate on work that 
fits its existing utilities 
operations, says Mr 
Hawker. Tbe skills and 
resources of tbe traditional 
utilities businesses are 
being used to build fritnre 
dividend growth, where tbe 
water and electricity 
bosinesses have bemi 
squeezed diy of further 
cost reductions and markets 
and prices offer few 
prospects. 

"The multl-ntilitj- has 
created morentst 
reductions bnt that's going 
to run ont evmitttaUy, too," 
says Mr Hawker. 

Juliette Jowit 
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RURAL WALES 


Reliance on 
agriculture 
a problem 

While some pockets of the country 
thrive large swathes are lagging 
far behind, says Juliette Jowit 


It is often easier to reach 
Dublin or London from 
many parts of rural Wales 
than to get to Cardiff, and 
the car radio is just as likely 
to tune into an Irish station 
as any in the UK. 

This remoteness has 
recently been aggravated by 
the growing economic 
disparity with the more 
prosperous and 

cosmopolitan are.'is of Wales 
around the M4 in the 
south-east and the ASS In the 
north-easL 

More than a century of 
nir^ depopulation and eco- 
nomic decline, exacerbated 
by poor infrastructure, have 
left large swathes of Wales 
lagging behind the more 
affluent comers. Investment, 
deterred by poor communi- 
cations and small skills 
bases, has been laigely' con- 
fined to the area around 
Newport and Cardiff in the 
south, and Deeside and 
Wrexham in the north. 

Over-reliance on a smaU 
number of employers and 
low-growth sectors, such as 
agriculture - which 
accounts for almost one in 
four jobs in rural Wales - 
has created a vulnerable 
economy. 

Meanwhile, the challenge 
of new ^ohal markets pres- 
ents the threat of competi- 
tion from overseas suppliers 
to often small and intema- 
tionally-inexperienced local 
businesses. 

Many problems are cycli- 
cal: despite a recent flux of 
inward migration, young 


adults are stiU being driven 
away by poor opportunities 
and decliidng rural services, 
further depleting the skills 
base and addin g to the social 
burden of caring for an 
elderly population. 

Thus, ai thnn gh unemploy- 
ment is below the UK aver- 
age - 8 l 2 per cent in rural 
Wales, compared with 9.1 per 
cent in the UK in 1996 - GDP 
per bead in rural Wales is 
less than 75 per cent of the 
UK aver^, conyered with 
83 per cent fbr the whole of 
Wales. 

Driving this trend are 
unusually low economic 
activity rates, especially 
among women, and 
depressed wage levels 
because of the poor mix of 
low-paid work, such as tour- 
ism. and higher-waged jobs, 
such as services. 

In 1995, average weekly 
gross earnings for men in 
full-time employment were 
£295 in rural Wales, com- 
pared with £331 for all-Wales 
and £375 across the UK. 

Two years ago these prob- 
lems were reoo^iised in the 
government’s Rural White 
Paper for Wales, a policy 
document which set in chain 
a number of initiatives to 
spread investment in the 
east further across the coun- 
try and generate more indig- 
enous strarth. 

The most high-profile 
issue was overseas invest- 
ment and that year the 
Welsh Development Agen- 
cy's international division 
began to be set targets for 



Arming plays a big rale m the Hfe of noaf W ales . Jim Doyle is produetton dkeetor of Aaron Valay Cheese of F s lk if ach 


creating and safeguarding 
Jobs in the valleys, west and 
north-west Wales. 

Roads are being slowly 
upgraded, air \Snks devel- 
oped, and telecoms networks 
improved. Rural areas are 
also emphasising natural 
advantages, such as above- 
average education levels and 
a high quality of life. 

Last year the agency eas- 
ily exceeded its tai^t of 
creating one in five of new 
jobe In Wales in rural areas. 
One-third of the new jobe - 
6,200 - went to ‘’priority 
areas**, and 80 per cent of the 
total went outside the M4/ 
AS6 eastern eocridora. 

But the success was hard- 
won, as illustrated by Acer, 
the Taiwanese company, 
whldi rejected Wales for a 
new £3am computer monitor 
plant when offered sites in 
the west. The project was 
saved by a last-nrinute pack- 
age in Cardiff. 

Most companies are 
unwilling to locate too Ear 
from suppliers and custom- 
ers. international transport 
UnicB and hi^tdensity ciriiig 


bases. 

’’The party line is, we 
must Sinead more invest- 
ment around Wales, but the 
truth is it won’t happen," 
says Glenn Massey, who 
heads the inward investment 
unit at Coopers & LyfaraxuL 
"Inward Investors can be 
choosy; they are looking 
intenatLonally. Why should 
they go to west Wales whmi 
they have other ppportoni- 
ties closer to thedr reqoire- 
ments?" 

There are, however, oppor^ 
tonitles in selected Indus- 
tries. especially those less 
reliant on transport, such as 
technology and knowledge- 
based work. These compa- 
nies are also often more 
philosophically adjusted to 
working in remote areas, 
where protecting staff fitan 
poaching is seen as one 
advantage, says Mr Massey. 

Call centres are another 
sector where wider growth 
potential has been Idoitified 
by the development agency, 
which has a dedicated strat- 
egy group marketing special- 
ly-prepared sites and tele- 


coms networks, training 
co m SUB , and vdiat it claims 
are below-average labour 
anJ nmniog 

In particular, rural Wales 
would benefit from smaller, 
more specialist operations 
requiring smaller skills 
bases but offering better 
training hitler wages, 
says Enid Rowlands, the 

gmnp’g ffhflirwBH. 

The other big challenge 
facing the agency is increas- 
ing eomp^ition fruen other 
parts of the OK and conti- 
nental Europe for inward 
investment, which in the 
ease of the eastern Asia may 
bIbo be Hfw-liwlwg 

This all-Wales challenge is - 
being met with increasing 
emphuls on indigenous 
business growth. 

The development agency, 
whidi works in the west and 
north, last year helped 1,500 
eampanies win £43m new 
h nwinPBs , especially through 
the Source Wales pro- 
gramme to help businesses 
secure contracts from 
inward investors. 

The Development Board 


for Rural Wales, which cov- 
ers mid-Wales, twwrantrirtwB 
on diversifring the economie 

awrt r rawtiwg art/IttiAnBl 

qsality jobs, for example 
encouraging new product 
development esports. 

Often success has come 

from tr ailttinnal 

Industries to adapt to new 
circumstances: tourism, 
threatened by cheaper for- 
eign c omp etition, is exploit- 
ing rising demand' for. short 
breaks and eco-friendly 
options, and agricultural 
resources are being chan- 
nelled the fostgrawing 
food industry, especially 
Mgh-quality and organic 
products. 

A magar of the two agw- 
des later this year will 
result in a furtiur 35 staff 
being appointed to local 
offices, tairfng the total sup- 
porting Welsh business to 
mme than 200. 

"We have been doing a lot 
for them, it’s just we're 
doing even more,” says Alan 
Morgan, the devdopment 
agency’s business devehq)- 
ment di ree tur- 


SKILLS 


Manufacturing plays key role in renaissance 


Sector plays a big role, but the Welsh people treat it 
with cool enthusiasm, says Andrew Bolger 


Manufacturing plays a huge 
and growing role in Wales, 
where it now accounts for 28 
per cent of Welsh gross 
domestic product. 

A recent report by the 
Council of Welsh Training 
and Enterprise Councils 
said: "The last decade of this 
century is witnessing a 
renaissance in the economy 
of Wales; from a cauntr>’ 
whose economy was 
dominated by a combination 
of coal extraction, steel 
manufacturing and 
agriculture to a country 
whose economy is 
increasingly characterised 
by a diversified 
manufocturing hose with a 
growing degree of 
innovation and research and 
development in x'alue-added 
Industries." 

Since 1983. some 188Q new 
and expansion inward 
investment projects have 
been attracted to Wales, 
bringing with them capital 
investment of Sllbn and 
helping to create or safe- 
guard more than 160,000 

PROPERTY 


jobs. 

All this has been achieved 
without creating labour 
shortages or inflationary 
pressures, according to Ian 
Willox, director of skills 
development at the Welsh 
Development Agency (WDA). 

He says: "This has not cre- 
ated wage inilationary pres- 
sures in the areas most 
affected - that is, in Gwent, 
Mid Glamorgan - where 
average full-time gross 
weekly earnings last year 
w*ere 12 per cent below the 
British average, exactly the 
same figures as in 1991.” 

Mr Willox believes one rea- 
son for this success is that 
Wales has a lower level of 
economic activity than 
Britain as a whole (73 per 
cent of the population are 
either employed or available 
for work, compared with 78 
per cent in Britain as a 
whole). 

South-ea.st Wales, in par^ 
ticular. does appear to be 
able to to meet the opportu- 
nities provided by inward 
investment without creating 


any wage-push inflation." 

There is, however, one 
problem: the people of Wales 
seem to not think very 
highly of manufacturing, 
according to a recent report 
by the Institute of Welsh 
Affairs. 

(}areth Jtxies, chairman of 
the institute's research 
panel, says: "The percep- 
tions of young people of 
work and prospects in mod- 
ern manuCacturing industry 
have not k^t pace with real- 
ity. The attitudes show an 

imag a of wian»ffli»tiir ing not 
far removed from the *daik 
Satanic mills'." 

Employment in manufac- 
turing is forecast to increase 
slowly but steadily over the 
next few years, compared 
with an annual decline of 1.5 
per cent across the UK as a 
whole. 

The institute says: "It will 
be nothii:^ less than a social 
as well as economic calamity 
for Wales if these forecasts 
are undOTnined by a shMt- 
age of suitable people to fill 
the high-grade jobs that are 


being created, just because 
the perceptions of them is 
that they are actually low- 
grade jobs.” 

Welsh Tecs are, therefore, 
collabotating with the devel- 
opment a^ncy and other 
partners in a campaign 
aimed at young people, their 
parents, teacheis and career 
advisers to update the image 
of industiy in Wales. 

They are promoting Mod- 
em Apprenticeships, increes- 
Ing the number teariiets 
offered placenents in manu- 
factoring and have agreed 
with the National Counefl of 
Vocational Qualifications an 
NVQ in gmieric manufactur- 
ing aMlla 

The private sector is also 
stepping up its training 
efforts. Fo^ Motor has, 
along with the WDA, devel- 
oped the £Sm Waterton 
Terimology Cmitre near its 
engine plant at Bridgend 
which will teach modem 
"lean manuftictarins” tech- 
niques. 

The WDA paid for the 
£1.5m building, which 
opened last year, and Ford 
has Installed £3m of its latest 
manufacturing and comput- 
ing equipmeiiL Swindon Col- 


lege won a five-year contract 
to operate the centre. 

As weU as training up to 
300 Ford apprentices every 
year, Waterton has already 
agreed to provide training 
for 35 other companies - 
including Sony. It will give 
courses to 10 engineers a 
year from the Chinese auto- 
motive industry. The centre 
also offers local onemployed 
people a chance to train in 
the most modem manufac- 
turing techniques to prepare 
them for jobs. 

Colin Johnson, plant man- 
ager at Ford Bridgend. 
say8:*’Throu^ the centre we 
lu^e to be able to give some- 
th^ back to an area which 
has proved very successful 
for Ford as a manufacturing 
location and which should 
farther attract inward 
investment from ottav man- 
ufacturers, with access to 
first-class technical training 
facilities." 

Last year also saw the 
opening of the Welsh Semi- 
conductor Training Centre 
at Imperial Park in Mewpe^ 
close to the heart of the 
Welsh semiconducter indus- 
try. Established by the 
WDA. the Welsh Office and 


local T^cs, it provides tedini- 
cal training courses for semi- 
conductor workers at all lev- 
els from engineers and 
supervisors to techniciass 
and operators. It will also 
train those who want to 
move into the semlcondnctw 
industry from other sectors. 

The WDA said tiiat while 
much of the electronics 
industry bad mature rela- 
tionships with hi ghw educa- 
tion in Wales, it recognised 
that particular work -was 
necessary with the semicon- 
ductOT sector. A new qualifi- 
cation for technicians in tire 
sector had consequently 
been developed as a result of 
collaboration between uni- 
versities. colleges and the 
semiconductor industry. 

Mr Wlllm says; "We ate in 
no way complacent to the 
chaliengrs and. indeed, the 
oppmtunities that the elec- 
tronics sector ofliers Wales. 
We believe wo have a labour 
market that is flexible 
enough to meet these chal- 
lenges and have pot in place 
particular training actiirities 
that win ensure that we not 
only have the rigbt mnnher 
of people available, bat they 
are appropriately skilled.” 


Graham Hawker 


The valley boy 
with a world 
outlook 


Graham Bawker. sitting in 
his office at 9am, sucking 
on a fat cigar, is ooe of the 
powerful men in 
Wales, He has a problem 
on bis ndnd: how to admit 
to Us Wife that he has 
taken up smoking egeln. 

As diief exeentive of 
Hyder, tiie multi-utility 
Biirf iatefnationa) 
oonsultancy, Mr Hawker 
nms the biggest company 
in Wales, with all the 
leeponsitaiUties a tt ached fo 
gnch a posittm. As well as 
oceopying a seat on the 
board of the Welsh 
Development Agency 
(WDA), he chairs the New 
Deal taskforce in Wales - 
bankrolled 1^ Byder, he 
p opwtB out - and Bnsiness 
in the Commmiity. 

Last year the 50-yearold 
son of a from the 
sonlh Wales valleys was 
appointed to the Court of 
the Bank of England, a 

move seen locally as a 
boost for Welsh intevests. 
Bnt itopite his fierce 
loyalty to Wales, Ifr 
HaiAer is renowned for a 
nnparodiial 

attitnde, Qhistrated by his 
detemination to promote 
Hyder's international 
i n teres ts . 

The aeUevemenis of the 
gronpr which now operates 
in 19 eoimlxies spre^ over 
five eontinaits, are 
partiailariy remaricable 
became tiiere are sndi a 
small nnmber of stock 
market-listed companies of 
any size in Wales. 

‘‘Wales was dominated 
for sndi a kmg time by 
nusdve indnstries, like 
coal and steel, tiiat 
evoybody aided up 
working for those; they 
were tiien swept into the 

MfimialiBBd ipd iHSt ri** 

then became privatised 
indnstries ran fimn 
oateide Wales,” he says. 

Another factor blamed 
for the paucity of listed 
companies has been the 
trend fnr growing 
bnsinesses to sell ont to 
larger rivals, rather than 
tate the plunge and go 
pnbUc themsdves. The 
resnlt, says Mr Hawker, is 
Wales has become a 
Tnancb economy”, with 
an the assoriated risks. 
"Depending on the 
economic sttoatioD. we 
might find the branches in 
Wales are closed. There's a 
low level of commitment to 
a company where the big 
decisiom are made ontside 
tile geography.” 

In the sboito' term, the 
lack of leading listed 
companies to service eonld 
thwart more ambitions 
plans to expand the 
profassional services sector 
- seen by some as key to 
proniothig tire Welsh 
economy - says Bfr 
Hawks'. 

Sbnilaiiy, ft has 
the jobs ndx of the 
economy, whidi is largely ' 
dependsit on lower-paid 
manufacturing aid df rim l 
jobs, with a relatively low 
level of managerial and 
profCssioDal woA. The 
result Is that wfaile 25 
years of success in 
attracting overseas 



(^aham Hawker; *tt’s wrong lo 
eestigate develpment agsKy* 

investment to Wales has 
poshed down 
unemployment, incomes 

are still among the lowest 
in the UK. 

Recently the debate on 
the Welsh economy has 
focn^ on what is being 
done for indigenou.v 
businesses, which many 
now see as a cheaper and 
more effective mean.'i of 
raising standards of lining. 

Ifr Bawker believes it is 
wrong to castigate the 
Welsh Dev’elopment 
Agency and other business 
agencies with not haring 
done enoDgfa, but admits 
‘‘they have got to get even 
better”. In particalar. ‘^ve 
need to ensure that those 
that move fast do grow 
fast”. 

To be snccessful. the new 
economic strategy, 
cnrrmrtly being drawn up 
by Peter HbIp, the Welsh 
Office minister, is 
"cnieial”. Mr Hawkm- says. 
"We need to know what 
OUT priMities are. We need 
to all get behind a dear 
sense of direction.” 

To start with, the 
problem is often not a lack 
of support, but a lack of 
ambition to ”life-st}‘le” 
bosineases, content to 
continae as small bnt 
profitable low-risk 
operations. "We have to 
encourage them to want to 
be bigger emploi-era. There 
are some high quality' 
small businesses to Wales 
that eonld grow and need 
support to encourage 
tbm.” 

Services need to be 
considered strategically, he 
says. For example, 
balancing a focus on 
particular todustries. such 
as technology, with 
over-exposnre to any 
particalar market To 
measure achievement, the 
strategy must look beyond 
the headline-grabbing job 
oeatton Figares to other 
factors, such as quality and 
pay. and tackle other 
fundamental problems, 
sneb as the 

50-far-unexpIained problem 
of low economic activity 
rates. 

This system should be 
applied not just to an 
economic strategy, bnt to 
social policy, health, and 
ether areas, says Mr 
Hawker. "That means yon 
are not going to get a lot of 
sonnd-bttes off the back of 
it qUckly: instead, to the 
“«dtom to long term, we’ll 
get a better economy in 
Wales throQ^ knowing 
what we are doli^." 

Juliette Jowit 


Capital is being reshaped 

Demand for commercial premises in Cardiff - known as ‘Britain’s biggest 
village’ - is building after languishing for years, reports David Lawson 




When tbe world's media 
turns up on your doorstep, 
things start to happen. When 
it comes back several years 
running, the effect can be 
rex’olutimiaiy. lliat, at least, 
is Cardiff's conviction. 

The city is about to shake 
off its reputation as the big- 
gest village in Britain by 
Puttmg itself on the front 
page of new^pers around 
tbe world. 

Visitors frequently compli- 
ment the calm, intimate 
nature of Europe's smallest 
capital, but this has often 
worked apinst the attrac- 
tion of big companies, "A 
Io\'eIy place to visit, but does 
it have the heav>'weight 
business culture for a major 
office?” says one London 
chairman looking for a new 
borne. 

A combination of the 
inter-government summit. 


the Rugby World Cup and 
the new Welsh assembly are 
e.xpected to change that view 
by bringing in cameras and 
raising perceptions. 

‘This cit)' is set to become 
a big hitter.” says Boh Uoyd. 
the head of property consul- 
tant King Sturge's local 
operatious, "In fact. It is 
already maklx^ big hits.” 

“With fdOOm of develop- 
ment under his belt be can- 
not be accused of hyperbole. 
The fact that big names such 
as Norwest Holst and Sumi- 
tomo Bank are puttmg 
«Mai into a link between 
the city centre and its dodk- 
land redevelopment sone 
tells its own st^. 

Developo* BdEPC could add 
another £50m to the (^link 
private finance initiative by 
backtog big office projects. 
There are plans are to 
reshape the neglected 


soutbem section of the city 
centre into a world class 
location and push a conti- 
nental-style boulevard ri^t 
throu^ to the bay. 

Less well-known names 
have already made their bets 
on a brighter future. Two 
empty office blocks friom an 
earlier development phase 
have been snapped up and 
are proving profitable as tbe 
local professional sector 
booms. 

(Criterion Properties paid 
£5m last year for Brunei 
House, at 230,000 sq ft the 
biggest bufidtog 

to Wales. Chesterton has 
already let a large part of 
the former British Rail cen- 
tre on Newport Road at 
rents of up to £9 a sq fL TTia 
Pearl Building. Cardiff’s 
landmark "skyscraper” over- . 
looking another landmark, 
the Edwardian civic caitre. 


is also being refurbished to 
tap the same market after 
bc^ bought for £3.25m by 
Portfolio Holdings. 

But even these deals wQl 
not satisfy demand, vrtdch 
languished during the early 
19905 but soared to almost 
SOOjno sq ft last year. 

The new Webb assembly 
could make things worse. 
Owain Uywelyn, of Chester- 
ton, has calc^ted that the 
assembly will create extra 
demand for more than 
4(XU)0D sq ft of office ^ce 
by drawii^ in media, lobby- 
ing and business service 
groups. 

On the other hand, this 
could be the qmr for growth. 
Peter Kelly, of DT7 Deben- 
bam Thorpe, says that to bis 
25 years in the city be has 
not seen better prospects. 
Bents are e:q>ected to rise at 
an average 6 per emit a year 



CardW Baoft The assenMy headquaitBra, to be bidt on the waterfront. 


^ a boost to foe »na 


Qv&r the next Gre years, a 
factor that may bring in 
more developers. 

While action has been non- 
stop in the Bay, and some 
giant leisure schemes are 
being proposed, office inves- 
tors ^ve bew strangely 
reluctant to move to to tbe 
city centre. This is partly 
because prime rents are hov- 
ering below £17 a sq ft and 
the fact that it does not offer 
similar government grants 
to the Bay. 


It does not btip that two 
new. hi^-proQle blocks 
remain stubbonily unleL No 
1 Eingsway, built by Helical 
Bar and CIS. is "si^erb an d 
admired”, according to joint 
agents R^r Thomas of 
Cooke & Arkwright So is 
Norwich Union's Oakleigh 
House. But tenants are stQI 
bring in a past whmi diey 
could get sbest leases and 
bargain rents. 

There is no shortage of big 
tenants waiting in the 


The Automobile Asso- 
ciation, Hyder and Admiral 
aw all considering expan- 
stem of as much as gno gp o gn 
ft This has attracted 
smaller developer 
frontier. wWeb is consider! 

a one^cre site in chur- 
dull Way that has lain fal- 
low for a decade. 

Grosvenor Waterside holds 
the record hl^ tor rents, at 
a SQ ft for the Bank of 
^filand letting at Scott Har- 


The provincial 
certainly waning 
totecnational rugt 
with its proposed 
Ptog and leisure 
uext door, the p 
Cardiff Bay regi 
not to mention I 
assembly and its 
511 promise to pu 

Into the big leag 

aspired to join for 
“We will have tw 
h^ls soon, a Fo 
Hilton," says 1\ 
.**1^*31 is a sure s 

toteniational centi 
A couple of sluu 
over the ftiture. Rj 
disappear ti 
owcl two years, a 
s&me time as the | 

opment Corporati 
to exist. But by thi 
®ay not need su 
JJves. says Mike 
poesterton. His wt 
jjmit to expansion, 
has so little de 
space around its b 
After years of la 
lo the shadows, 
want to worr>' i 
problems expans 
tamg The -viHa 
more interested ir 
the graduation tc 
tlonal city. 
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The way we live 
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Domestic holidays taken by Great Britain residents: 
by destination, 1996* 
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FINANCIAL SERVICES 


Recognition a capital hurdle 


Cardiff has attracted big names in the sector but is still 
regarded as minor league, says Juliette Jowft 


le roll of honour for 
landal services in Cardiff 
)uld surprise some: the 
ink of England, Coutts, 
fthschiJds, and a host of 
i and European banks and 
iurance companies, 
rho city has long hosted 
re of the "big six" 
countancy-coDsultancy 
aclices - the exception 
iog Arthur Andersen - 
d r^ona) headquarters of 
? leading retail banks, and 
ree significant commercial 
M practices: Edwards 
'Idard, Morgan Bruce and 
'ersheds. each with 30 
rtners. 

More recently some more 
elusive City of London 
mes have put up their 
ass plaques, riding in on a 
ive of new wealth in 
atb-east Wales, much of it 
uerated by overseas 
vestment. 

Qaiuing recognition as a 
mificant financial centre is 
en as oae of the last 
irdles to Cardiff's 
ag-term ambition of 
ceptance as a European 
pita] in its own right. 
Much of the recent growth 
activity points to success. 
It the city is still in the 
inor league, and some 
gue that’s where it will 
»y- 

One of ^he mam 
nitations on CardifTs 

abitions is the lack of 

njor listed companies to 
rvice in Wales, but AlUQ 


Bowen, senior partner of 
KPMG in Cardiff, says this 
is compensated In other 
areas. 

"In terms of Pics, it’s prob- 
ably the only area where it 
perhaps falls down compared 
with other r^onal centres." 
he sa^'s. "By bavii^ a eav- 
emment - the Welsh Office 
- on the doorstep you get a 
bit of substitution, and obvi- 
ously theie’s a lot of global 
organisations investing in 
Wales... probably more in 
south Wales than other 
regions." Royal Bank of 
Scotland deeded two years 
ago to send a commercial 
team to Cardiff after their 
research showed "great 
poteutial". much of it in 
spin-offs from investment 
projects, says David Shalll- 
day, the commercial direc- 
tor. 

Driven by manufacturing 
growth, particularly in the 
£2m to £10m turnover cate- 
goiy. and property develop- 
ment. Mr Sfaalliday believee 
they «^n double their corpo- 
rate business in two years. 

"South Wales must be one 
of the fastest-growing econo- 
mies in the UK in the last 
few years," he says. “There’s 
a phenomenal amount of 
money beii^ invested in a 
place with a relatively small 
population." 

Coutts. the private bank- 
ers, is one of several institu- 
tions to have opened a new 
office in Cardiff in recent 


years as part of a trend 
towards decentralisation 
beyond the Oty of Londoa 
A feasibility study showed 
Cardiff was a "last-growing" 
city, with a great deal more 
private wealth, especially 
among a new breed of "home 
growD* eotrepreoeurs. saj's 
Malcolm Porter, director, 
who opened the branch two 
years aga 

For Coutts, and probably 
others, there was also an ele- 
ment of follow-the-leader’. 
arriving as It did after the 
Bank of England, Admiral 
Insurance, L^al & General 
and Chartered Trust 

Coutts now has 203 cus- 
tomers who meet the mini- 
mum requirement of £*^000 
income or £150,000 liquid 
assets, although It is stiD a 
relatively smaD practice. 

Where there are big 
operations • for example. 
L^al & General (110 employ- 
ees), Axa Insurance (3201, 
Admiral Insurance (600) and 
Chartered Trust (8001 - they 
tend to be call-centre 
operations, one exception 
being NCM Credit Insur- 
ance’s UK headquarters in 
Cardiff Bay. 

Ihere are those who argue 
Cardiff should not waste 
resources pursuing an unat- 
tainable status as a firumdal 
centre m the mould of Lon- 
doa or Edinburgh. Others 
claim it is not an issue of 
sue but range and quality of 
service available, which Is 



Cardiff: an arnbrtfous competitor 
to cities ever the bortier 

almost unbeatable, says 
Edward Gilbe^n, regiooal 
mana^ng director of Stock- 
brokers Brewin Dcrfpbin Bell 
Lawrie stockbrokm. 

The firm, which has more 
♦>«in £300m of private dienl 
hinds under management in 
Cardiff, has noted a signifi- 
cant rise in demand for pro- 
fessional services, especially 
venture capital aM indepen- 
dent financial advice. 

"One the problems in 
the past was that if you had 
made money you needed to 
pr to the City (of London) 
stockbrokers: now. down 
here, we have practices 
which are as good. If not bet- 
ter. than the City." says Mr 
Gilbertemi. 

Malcolm Porter, at Coutts. 


believes Cardiff is no longer 
the poor cousin, to Bristol, 
over the Severn river in 
EtDgland. “Cardiff is an ambi- 
tious city," be sa.vs. “There’s 
still a lot to develc^. 1 just 
feel Bristol has lost its way 
and we have left it behind. 
When the first Severn bridge 
opened, everybody went to 
Bristol; DOW people come to 
Cardiff rather thu Bristol." 

In OD? sector at least there 
is emergiog evidence that 
the Welsh capital is even 
tvinning business finm Lon- 
don. 

The accountancy-consul- 
tancy firms are Increasingly 
offering expertise in Wales - 
most notably. Coopers & 
Lybrand and RPMC have 
strong inward investment 
units, and they and others 
are developing a reputation 
for public sector work - but 
where the .trend is most 
marked is in the law. 

Rob Tburman. senior part- 
ner at solicitors Edwards 
Geldard. claims the firm is 
growing on the back of 
development in Wales and 
across the UK. including 
London. 

Tbe firm, which recruits 
several partners bom lead- 
ing London practices, offers 
top quality expertise at 
regional rates, and that com- 
binatioD means more than 
half its business now comes 
bom across the border. 

“We certainly do not think 
tbe Cardiff office is simply 
goiog to look for work in the 
principality; 1 see the. whole 
of tbe UK as being our hunt- 
ing ground," be says" 


CARDIFF BAY 

Credit is at iast taking 
the place of criticism 

David Lawson reports on the happy 
transformation of derelict docklands 


A strange thing has 
happened to tbe 
muJti-billioQ-pound scheme 
to regenerate Cardiff Bay. 
Sometime in tbe last couple 
of years it became 
“respectable". 

For tbe last decade more 
criticism than credit was 
generated over the 
transformation of derelict 
docklands into an economic 
and cultural powerhouse. 
C^pnservatlonists disliked the 
new barrage for wiping out 
mudflats; local residents and 
businessmen complained 
that cellars would be 
flooded; designs for a 
grandiose opera bouse died 
in a stonn of protest. 

Now the storms have 
subsided and the urban 
development corporation is 
basking in unaccustomed 
praise for the last couple of 
years of its life. 

Mike Rees, tbe local head 
of property consultant 
Chesterton, was a vociferous 
early critic. "At the start 
there was an element of 
competition with the city 
centre and suspicions that 
the Bay was only moving 
occupiers from one part of 
Cardiff to another. Now it is 
part of one whole." he says. 

Some element of rivalry 
continued over the site for 
tbe new Welsh assembly, 
with City Hall losing out to 
the Bay. 


Tbe £Z5Qm proposal by 
Philips and European Con- 
struction Group for a sports 
"village" surrounded by 
RQO.OOO sq ft of offices, shop- 
ping and housing would also 
have been far out of scale for 
tbe old city. Behind nil its 
ambitions for international 
significance, Cardiff is basi- 
cally a small provnncial 
town. It did not have the 
capacit}' for such large pro- 
jects until the development 
corporation was set up to 
renovate 2.700 hectares of 
docks and former steelworks 
m.->kinp up oround one-sLvth 
of the city. 

Around £800in of private 
investment has been put 
into the urea, producing 
1.2m sq ft of offices, twice 
that amount of industrial 
space, and almost 2.500 
homes. 

Sir Geoffrey Inkin, who 
has chaired the development 
corporation from the outset, 
is remarkably laid back 
about the fact that the 
scheme generated more 
brickbats than praise until 
recently. “People hate 
change." he fiat's, “but once 
new things are accepted they 
forget there were any differ- 
ences." 

Whether this will persist 
w'heu the development cor- 
poration is wound up in two 
years remains to be seen. 
Who lakes over tbe massive 


regeneration still has to be 
decided, although Cardiff 
county council seems the 
most likely lead body, partic- 
ularly DOW that it is based in 
the Bay. .A “super-quango" 
made up of the Land Author- 
ity for Wales and the Welsh 
Development .Authority 
could still have an umbrella 
role, aod the neighbouring 
Vale of Glamorgan council 
also has interests. 

.A few years ago council- 
lors would have bridled at 
the cost of regeneration but 
Sir Geoffrey expects to have 
achieved 75 per cent of his 
targets by (he time the 
authority is wound up. 
These involve around 4m sq 
ft of office!. Qoitriy om sq ft 
of Industry and i>.i.Xi0 homes. 

Grosvenor Waterside, 
which owns much of the 
Bay. is already planning 
70.0(Xi sq ft of speculative 
development on tbe Uick of 
its successful bid for the new 
Welsh aiisembly. Crickhow- 
ell House, on early letting 
success which appeared to 
be (urmng into a problem as 
the health authority wound 
down, will provide offices for 
civil servants. The distinc- 
tive Pierhead building will 
accommodate ministers. 
This is encouraging compa- 
nies such ns Hyder and HTV 
to consider the Etoy for new 
headquarters. 

Rents are bound to set 
new highs, overtaking the 
iiT a sq ft being asked in the 
city centre, and attracting 
investors from from London. 
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Locations made for business success. 

Succe^ depends on maj'or communications links, established business 
infrastructures, dynamic workforces, an excellent quality of life. Talk to CNT, England’s 
■ ’ " Isrgest owner of development land in locations thst offer fill this — and more. 
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• CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN 1S» KEY LOC.ATIONS THROUGHOUT ENGLAND: 

B.ASILOON BRACKNELL CENTRAL LANCASHIRE CORBY CRAWLEY HARLOW HATFIELD HEMEL HEMPSTEAD MJLTON KEYNES NORTHAMPTON 
PETERBOROUGH REDDITCH RUNCORN SKELMERSDALE STEVENAGE TELFORD WARRINGTON WASHINGTON WELWYN CARDEN CITY 

:.:L: : ’ in the UK call 01908 696300 for details, outside the UK CALL +44 1908 696300. 

.h"' e-mail: cntbusdcveient.org.uk liiiemrt: http://www.cnt.org.uk 
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NORTH-EAST ENGLAND 


^ Home-grown is still gaining strength 
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The people adto led the fight 
to win Nissan for Sunder- 
land in the early 1980s and 
^parked off a flo^ of Asian 
investment into north-east 
England have shifted focus 
dramaUcally in the last two 
yeaxs. 

Most new South Korean 
investment Is on hold and 
Japan's has slowed down. 
Taiwan, where the economy 
remains strong, still has 
footloose indus^ looking 
for 8 Ehiropean home - par- 
ticularly among own-label 
annlhctarers who now want 
to brand products as th^ 
own - but there Is fierce 
competition for it. 

‘'Fifty per cent of our 
activities now are going into 
indigenous development,” 
says David Bowles, director 
of operations for the North- 
ern Development Company 
(NDC) in Newcastle. “Wtaat 
is also interesting is that 
we have not had to 
go out looking for business 
from companies in the 
region; they have come to 
us.” 

The NDC has been 


England ‘s archetype 1 
regional development agency 
for more than a decade. 
Although it is the official 
inward Investment agency 
for north-east Englaxid and 
Cumbria - part of the 
natioial network headed by 
the Invest fn Britain Bureau 
- it has always played a 
wider role, nurturing indige- 
nous companies while trying 
to pull In new ones. 

Ihere was a logic in this. 
If factories such as Nissan'S 
were to become more than 
screwdriver-and-assembly 
plants, there had to be a 
local supply network 

as well as service providers 
to fill other needs, ^me sup- 
pU«s followed their indus- 
trial customers in from 
Japan, but others were 
grown locally. Many local 
services developed in thedr 
turn. All have integrated 
themselves into a mutually 
dependent network. 

Northern local authorities 
sank their differences and 
combined powerfully with 
the private sector to form 
the NDC in 1966, a model 



2 British and foreign companies have integrated into ^ mutually dependent network, reports ian Hamilton Fazey 
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SOUTH-WEST ENGLAND 

Rivalries, needs 
are evident 

There is recognition that more 
needs to be done to nurture local 
companies, says Simon Buckby 


The continumg contest to 
hoose the regional 
devid<qEnnent agency, due to 
be up and numing from 
April next year, symbolises 
the divetsity of south-west 

Rn glanil. 

The Atlantic shores of 
Devon and Cornwall fear 
they will be left isolated if it 
is based in BristoL This eco- 
nomically dominant city 
faces the opposite way. 
towards the icon’s richer 
eastern parts in Wiltshire 
and Gloucestershire and 
beyond to London and conti- 
nental Euit>p& So Plymouth 
and Exeter, the main cities 
to the west, have thrown 
their hats into the rii^ 

This battle betrays more 
than traditional loe^ rival- 
ries. It reveals the widely 
divergent needs of the local 
economies. 

For example. Wiltshire, 
the region's most prosperous 
county, benefits fiiom foreign 
investment which has 
helped create near full 
employment and an average 
male weekly earnings of 
£399, well ahead of the aver- 
age for all England. Mean- 
while Cornwall, where 
unemployment touches 17 
per cent in places, has the 
lowest average male weekly 
earnings of any English 
count)’ at £303, and has been 
dependent on declining tra- 
ditional industries such as 
agriculture, miwing, fishing 
and defence. 

Until very recently, the 
south-west peninsular as a 
whole has not attracted 
much investment fixnn oi'er- 
seas. Business Strategies, an 
economic consultancy, esti- 
mates that as recently as 
19%-96 fewer than i per cent 
of the UK's jobs generated 
from foreign investment that 
year weiv in the south-west 
Virtually all of those w«e 
along the M4 corridor 
betn'ecn Swindon and Bris- 
tol. 

But in the two and a half 
years since the creation of 
the West of England Devel- 
opment Agency (Wete). cov- 
ering the five counties to the 
east oS Devon and ComwaU, 
foreign investment has 
established a high-technol- 
ogy cluster with more than 
1,000 foreign-owned compa- 
nies in the area around 

Avoxunouth. Wiltshire and 

Gloucestershire - twice as 
many as in Wales. 

In the past year alone, 
joint ventures involving the 
Japanese Teikuro Corpora- 
tion and AT Poeton. Takao 
and Stad Co, as well as 
investment from a Nissan 
subsidiaiy, have rooted new 
manufacturing plants in the 
area. All of these are in the 
supply chain to Honda in 
Swindon, which Itself has 
continued to expand. 

Peter Connor, chief execu- 
tive of Weda. believes a 
sleeping tiger has been 
wokoi. “As 60 per emit of 
new inward investment 
comes fium foreign compa- 
nies already based in the 
UK. and more are associated 


with supplying those already 
established, the regional 
development agency's inte- 
grated approach offers the 
proqiect of siHeadiz^ pros- 
perity throughout the 
T^on," he argues. 

“Devon and Cornwall have 
never been able to generate 
much foreign interest” says 
Sue Boyd, director of the 
South West CBI, “and It'S 
not good enoi^ just to keep 
trying to appeal to exciting 
foreign companies to look 
west We must do more to 
nurture home-grown compa- 
nies." 

Paul Davies, director of 
South West Enterprise, a pri- 
vate secteo’ economic promo- 
tion body for Devon and 
Cornwall, complains that 
“inward investment gener- 
ates lots of noise, but the 
majority of our sustainable 
jobs come from home-grown 
businesses'*. 

Mr Davies feats that the 
competition for foreign 
Investment will get worse as 
projects become rarer follow- 
ing the recent turmoil in 
east Asia and hot competi- 
tion from more than l.OOO 
development agencies pursu- 
ing inward investment 
throughout Europe. “There 
is a danger that high-vol- 
ume. low-skill businesses 
will migrate from the UK, 
especially from poor and 
geographically isolated areas 
like ComwaU or Plymouth, 
to the low-wage economies 
of eastern Europe," he says. 

Moreover, there have been 
complaints that the problem 
of wiimlng inward invest- 
ment. caused by the area's 
geographic isolation, has 
been compounded by other 
regional development bosses 
tempting companies - 
including US toolmakers 
Gleasons which employs 300 
people in Plymouth with 
offers of grants and wage 
subsidies. 

Mr Davies insists that for 
future regeneration the area 
must depend on itself. 
“Everyone must play a parL 
The regioxial development 
agency must have Buriness 
Linics - support services to 
develop local entrepreneurs 
- and involve the training 
and enterprise councils and 
local authorities,” he says. 

The £800m tourist industry 
accounts for more than half 
Of Cornwall's GDP. Design. 

fina ghflwili*a1fl, anvir mwieH - 

tal and component manufee- 
turers are also growing sec- 
tors which create more 
highly-skilled and more 
fa^y- paid employment TO 
encourage grovih, the local 
authority is anxious' to 
improve gMUg training and 
provide quality sites for new 
and expanding businesses. 
To that end, it is lobbying 
hard for Cornwall to receive 
Objective 1 status, giving 
fevoured access to additional 
EU structural funds. 

Yet even in Devon and 
Cornwall, It Is hard to imag- 
ine the fight for all foreign 
Investment can be ab^- 
doned. 


regional development 
for others to now in 
most of its principles. With 
its brief wider th^ that of 
regional inward investment 
promoteirs elsewhere in 
En gland, it is Qow pointing 
the way on how to help 

inriiganniig r-nfiipnnioe 

However, in the case of 
north-east En^and, what is 
meant by Indigenous indus- 
try has had to be redefined 
radically. The regional econ- 
omy was once based on 
steel, coal and shipbuilding, 
which accounted for one- 
third of jobs. This indige- 
nous Indostry largely disap- 
peared between 1975 and 
1990, so that only 3 per cent 
of the workforce is now 
employed in these three 
main former pillars of the 
economy. 

What the north-east now 
has Instead Is a broader eco- 
nomic structure based on 
nearly 300 examples of for- 
eign direct investment and 
an array of old and new local 
companies. What the NDC 
has recognised is that the 
incomers are as mudi a part 


Of the backbone of the 
Tenon's indigenous economy 
as its heavy engtneerh^ sar- 
vivme. 

Mr Bowles says this pro- 
cess of wieiHiwg a new mdig- 
enous economy is likely to 
be accelerated by uother 
emergent trend: inward 
investment is becoming 
mme indirect through merg- 
ers anrt acqulstUoDS, ittther 
than transplantation into 
green and brownfield sites. 
”We are having to develop 
new skills,” he says. The 
large accountant linns that 
dominate the north-east's 
stunted professianal services 
sector, are playing their part 
in providing the M&A know- 
how. 

What matters now is nur- 
turing what the north-east 
now has. "We have 
increased resources to 
improve contacts and ser- 
vices.” Mr Bowles says. The 
lOS-sfrong NDC staff - which 
includes people staffing 
offices abroad - now 
indudes eight high-powered 
business devdqpment man- 
agers who can be seconded 


to companies as needed. 

“One Importaot taair is to 
uLutiCy problems caused by 
lack of e omp e titi vgisas." he 
adds. ‘Wt labour costs may' 
be $16 an hour here com- 
part with $35 in Gomasy, 
but we are now competing in 
Europe vrith $4 an hour in 
eastern Asia.” 

Thus, one business devd- 
opment Tnanag cr has helped 
one manufacturer - an 
inward investor gwe native 
- to rednee its mventoiy by 
£3m over two years by 
Impzoviiig its manufecturing 
management and just-in- 
time techniques. Another 
has advised otha; w««pantas 
how to plan to expansion 
and carry it out. Another 
I^ect helped a long-estab- 
lished «<ginaaring company 
create ISO jobs throat set- 
ting iqi a new business sup- 
plying metal components to 
the Land Rover FTeelanito. 

Mr Bowles says that it has 
also been important to 
become more proactive > 
and with a longer tenn view. 
"One of tile things we have 
done Qtvor the last five years 


is to tiy to predict where the 
pressure is going to come 
from. We have put a lot of 
effort into undetstanding the 
dynmnics of the global snp- 
^ chain. We talk to compa- 
nita about the pressure they 
are experiencing and how 
they can reduce them 
through investmenL" 

This is important because 
time is still an element of 
the 'toaneh factory” envi- 
ronment in the north-east. 
Plant may tolerate locally 
but are owned from afar, 
where strategle decisions are 
made. Local management 
teams are stOl often short erf 
a fun complement of manu- 
ftifft nrin g , finanffiai anH mar- 
keting skills in the board- 
room. This increases the lisk 
of closnre dming downtnin. 

The NDC is sow providing 
the miaaiwg skills as and 
when needed, to help factory 
managers make a betto case 
with their head offices. If 
this alone succeeds, the 
notion of nurture win have 
taken a considerable st^ 
forward indeed. 



Who cals the bidusbial tune? it used to be Allan companies, but now there's foreign and domesSe partneraMp 
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THE MIDLANDS 


Challenges are being met 


Continuing strong FDI has stimulated local growth and 
quality among suppliers, says Juliette Jowit 


Paul Richards, chief 
executive of the West 
Midlands Development 
Agency, was one of few 
people with positive reports 
at a irecent meeting of 
Otherwise pound-weary 
businessmen. 

The Birmingham-based 
inward investment agaicy is 
eiyoying record levels of 
Interest from overseas and 
expected to tom many 
approaches Into real jobs 
and mcmey. 

Another of the region’s 
Investment agencies has a 
similar tale to tell: Locate in 
Staffs recently claimed a 
renaissance in interest from 
US companies, with 34 
enquiries in the first 
quarter. 

Overall, 48 company 
enquiries - nine from 
Europe and four from 
eastern Asia - was “above 
average”, and demand for 
land show’ed a ten-fold 
increase over the same 
period last year. 

Such optimism su^ests 
that inward investment has 
not died with the economic 
crises in Asia, and the 
Midlands may have 
successfully tapped the 
lucrative US market 

Glenn Kiassey, head of 
Inward investment at 
Coqiiers & Lybrand. believes 
regions which can win the 
smaller US projects, rather 
than larger one-off Aslan 
schemes, will triom^ over 
rivals. 

These operations, typically 
employing up to SXIO. are 
the growth area of the 
future, plus they spread the 
risk of any one project 
failing, and enable 
investment to be spread 
more widely, be says. 

However adept they are at 


winning investment though, 
aD regicHis are tac r*“»*ixig ^ y 
recognisii^ the importance 
of stimulating indigenous 
growth as well as attracting 
outside bxvestmffiL 

Not only does tins protect 
local economies from the 
vagaries of foreign indus- 
tries and corporations, but 
the quality axul quantity of 
suppliers is now seen as an 
attraction in itself. 

Tony Bradley, policy direc- 
tor at the Bi mnlnghum 
Cbambor of Commerce 
Industry, believes inward 
investmaxt has already done 
a lot to stimulate indigenous 
growth, not cmly in sin^ 
numbers but also in the 
quality of service and iKod- 
uct they jKovide. “Suppliers 
in particular have had to 
respond to more dtallei^es 
of quality and just-in-time 
manufacturing." be says. 

Recent business surveys in 
the region ei^gest busi- 
nesses are weathering the 
18-month appreciation in 
Steriing and falllTig damatiri 
from Asia bettw than expec- 
ted. 

The last CBI regional 
trends report showed that 
althon^ confidmice was at 
an all time low in the r^on. 
total output increased 
strongly in the four months 
to April in the East Bad- 
lands, which reported the 
hi^iert rise of any area of 
theUE. 

Price Waterhouse, In its 
half-yearly report on the 
West BAidlands. again found 
that confidence had fallen 

dramatical^, but that order 

books, profits and capital 
espenditare had all risen. 

The authors of the report 
stressed falling confidence 
spelt out future potential 
problems, strong^ warning 


against any interest rate 
rises that might posh the 
pound higher, but there 
were clear signs of a leaner, 
healthier economy able to 
withstand at least a tempo- 
rary crisis. 

Mr Bradley attributes local 
success to a numbs’ of pro- 
grammes designed to help 
businesses meet the chal- 
lenges of inward investors 
and a generally toucher 
global mariteL These in dud e 
Bdanufacturing Challenge. 
Co-founded by Rover Groim 
direc tor Alan Cnrtis, a men- 
toring system to hi^ 8,000 
Midlands manufacturers 
develop best production 
practice. Another is the 
Acederate Fragraunme, run 
by Birmingham Training 
and Enterprise CouncU, 
which looks to improve siqi- 
ply chains by identifying 
and sanilying ^lecific trmn- 
log needs. 

One industry fu rvrtkulwr 
which is seen to Imve'hene- 
fited from the stimulus of 
Inward investment is the 
automotive sector, with the 
Midlands boasting the UK's 
top production of vehicles, 
bodies and parts. 

For all that has been 
achieved though, there is 
recognition that more could 
be done, especially in the 
east (rf the r^on. which his- 
toric^ feels needed in 
the distribution of govern- 
ment support for inward 
investment. 

Across the region, and the 
UK, more resources need to 
be channelled into small 
enterprises in particular, 
says Ian Borl^, partner at 
RFMG in Leicester in diarge 
of the ownersanaged busi- 
ness TmilL 

“There’s a huge gap In the 
UK between mlcrohusiness 


start-up, for whidi there's a 
budget and help available 
from Business T-iwifg and 
local authorities... and big 
companies able to attract 
extonal investment in their 
own ri^t...wbat we rdkr to 
as the equity gap. 

“Every client we lode after 
has the potential to grow 
into a big business, the diffi- 
culties are (a) investment 

and (b) managampnf aWHa " 

iSr Borley bdieves centi^ 
government programmes 
could stimulate investment 
in small growing mirgiarriwe 
normally up to about £ten to 
£10m toinover. whidi have 
no security to loans. 

Suggested dianges indude 
tax breaks for small com- 
pany investors (which the 
Treasury is repented to be 
considering), an eafiing of 
the regulations for small 
company loan guarantee 
schemes, and a central data- 
base of private investors, 
known as business angds. 

What it is more 
to authorities to do Is tgcvia 
a problem whsdi aWwtig H 
more closely identified with 
rural areas is an issue even 
in the historically industrial 
Midlands ~ litotyle busi- 
nesses nm by people who 
have the ahil^ but not the 
will to grow. 

lucreasliigSy, agencies are 
nwygnising tt is more effi- 
cient to identify Ouse busi- 
nesses which want to 
and focus resources on fbem, 
says to Bradley. 

“You’re always going to 
find there's that sort of emn- 
pany around and it’s very, 
very difficult to grow *hpm 
anymore. 

“The trick is to find people 
who are going to take 
risks. ..that want to grow, 
and concentr a te on them so 
you don't waste your 
resource, because if you 
spread it across all of ftam it 
can be pointless.” 


SCOTLAND 

Agency aims 
to eddress 

weaknesses 

James Buxton reporl^n 

identify common industnai interests 


When Lite-On, the 

Taiwanese electronics com- 
pany, last month made 
redundant two-thirds of 
the SdOetroiMi wwkforee at 
its recently-opened Scottish 
piawt, the move triggmed 
an anaccDstomed burst of 
public resmilment against 
tile foreign companies on 
^di much of Scotland's 
recent industrial growth 
has been based. 

Aithong ti the downsizing 
was caused mainly by the 
weakness of the global 
maricet for the compnter 
apd TV monitors which 
Ute-On prodnees. newspa- 
pers and opposition politi- 
rifliMB questioned Scotland's 
dependence on inward 
investment and criticised 
the lack of government 
assistance for indigenous 

,yyin p« Tilog 

In fact in 1996-97 the 
■ScQrtisii Office handed out 
£lS3m in regional selective 
assistance. Of that only 
one-third <£47m) went to 
UK-owned companies; the 
rest went to fbreign-owned 
businesses. Bat Brian Wil- 
son, the Scottish indusfry 
minister, insisted last 
month that the feet fewtf 
Scottish companies were 
recriving aid was not the 
govanmenfs feult 
“Sadly it is a myth that 
there is a long qnene of 
frastrated tnd^penoos com- 
psmies being Tfrfiised sup- 
port," he stdd. “I would 
warmly welcome more 
cqqilicatkiDS to eqxansion 
and investment by home- 
grown firms." 

The Scottish economy, tt 
Is sometimes said, punches 
above its wdgfat. It bene- 
fits from a lazge offshore 
oil industry, and from a 
whisky indostry whose 
prodnet most by definition 
be made in Scotland. But 
some other sectors of man- 
ufactnring are relatively 
weak and receive only 
patchy assistance from offi- 
cial bodies. 

Now Scottish Entoprise, 
tiie deveiqpmrat agency, is 
laondiftig a strategy which 
tt believes will address the 
weaknesses of indigenous 
indnstrial sectors and 
bridge tbe gap between 
them and inward investors. 

It is called the dusters 
approach, and is based 
partly on models of eco- 
nomic development devised 
in coontries sneb as Singa- 
pore and New Zealand. 
Bdiind tiie strategy is the 
realisation that industries 
consist of more .than a 
group of manufacturing 
companies: they also 
incinde suppliers, sonrees 
of finance, training organi- 
sations, research insti- 
tntes, providen of services 
and many more. 

Bob Downes, a senior 
oflTcial at Scottish Ente^ 
prise who is to have the 
new title of Tieed of clus- 
ters". sees clusters as a 
bolide approach to eco- 
nomic development, “in 
the past we have been too 
foc used on what Scottish 
Enterprise could do for a 
sector; now we are looUng 
at how different entities 
interact with each other to 
iwodace wealth.” he says. 

He adds: “Indostry is no 
longer compartmentalised. 
For example, 70 per cent trf 


the value of a car now con- 
sists of knowledge inputs 
like design, software and 

niaiketing.” 

Tbe purpose of clusters 
is to mafcg companies and 
institnlioiis aware of thefr 
inter-dependence and 
achieve synergy through 
greater knowlechte of what 
each of them offers. 

Mr Downes points to the 
oil and gas sector in the 
Aberdeen area of 
north-east Scotland where 
oilfield supply companies 
manufacturers of new 
underwater equipment, 
university research depart- 
ments and training instltn- 
tions ail lia%’e a common 
interest in the progress of 
the sector but may not be 
working together as 
closely as they should. 

Scottish Enterprise is 
focusing on the oil sector 
as a pilot cluster and 
recently organised a meet- 
ing of oil companies, sup- 
pliers and academic insti- 
tutions. The next stage is 
to build a “clustos map* 
charting the different play 
ers and pointing out exist- 
ing and potential linkages. 
Scottish Enterprise will 
then try to persuade com- 
panies to take up the 
opportunities which 
emerge. The companies, 
says Mr Downes, should 
participate out of cniight 
ened self-interest 
Tbe The Scottish semi- 
conductor industry is 
another pilot cluster. Elec- 
tronics is Scotland’s big- 
gest exporter, but is 
divided between large for 
eign-owned original equip- 
ment makers (OEMs) such 
as Con^laq and Motorola, 
and smaller UK-owned 
components suppliers and 
high-tech start-ups. 

The semiconductor clus- 
ter is receiving a strong 
boost from Project Alba, a 
recently-launched scheme 
to make Scotland a coitre 
for developing senUcondne- 
tor prodnets. The US com- 
pany Cadence Design 
Systems, a market leader 
in software tools used in 
semicondnetor design, is 
setting np a design centre 
in Scotland, while four 
Scottish universities are 
co-operating to produce 
200 graduates in semicon- 
ductor design. 

Scottish Enterprise says 
Cadence’s Scottish venture 
wiU encourage tbe develop- 
ment body to become more 
selective in the type of 
companies it targets as 
potential inward investors. 

The other i^lot clusters 
are in the fbod sector 
in biotechnology. Scotland 
already has strengths in 
food manufacturing but 
tbe development body 
wants companies to look at 
themselves on a broader 
canvas and spot potential 
linkages, for example with 
tourism. 

Scottish Enterprise will 
deliver its elosters strategy 
through its network of 
local enterprise companies. 
It is hard to pinpoint what 
h^ipen in practice and 
it remains to be seen how 
clusters progress from 
beito a way of ifwWwy at 
the nature of economic 
development to being a 
way of making it happen. 
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